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combination 
water heater anc 


IFGLEX 


compact---fast--- efficient 


Where speed is essential . . . and space at 
a premium .. . install the Biltmore, 2-unit 
tank model. It requires only 9x25" of 
valuable back bar space. 


The water tank, with a capacity of approxi- 
mately four gallons, is automatically filled 
and thermostatically controlled. It supplies 
sufficient hot water for the two SILEX 
glass coffee maker units .. . and for tea and 
hot chocolate besides. High heat 11,000 
B.T.U's. Low heat 1320 B.T.U's. 


The two coffee maker units have the ring 
type burning using 5000 B.T.U's. to brew 
and 400 B.T.U's. to keep the beverage at 
serving temperature. Each burner has sep- 
arate gas and air adjustments. For clean- 
ing and lubricating, the plug may be re- 
moved without breaking the joint. 


The Biltmore is made to meet the require- 
ments of the smaller restaurants and soda 


fountains. There is a volume demand for 
efficient model. Use it to increase your load. 


Whether you merchandise or not, SILEX has 
plan to help you increase your load. Write 
it today. 


ALEX is made in both gas and electric mode 
All SILEX glass coffee makers have Pyrex bra 
glass, guaranteed against heat breakage. Prig 
range from $17.45 to $228.45. Model sho 
$136.45, complete with glassware. 


The Silex Company, Dept. P, Hartford, 
In Canada: The Silex Company Ltd., Ste. Therese, Qu 
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1. STOLEN 


any Valuable Hours and Hundreds 


Just as though a gang of 
hieves entered your garage— 
r stopped your trucks on the 
oad—and stole your tires— 
dewall breaks in truck tires 


ke a terrific toll of time and 


oney. 


The sidewalls represent the 

i Failure Zone.” It is here, en- 
ineers discovered, that eight 
ut of ten premature failures 
cur. Often tires must be 

ken out of service thousands 

f miles before their time be- 
use they fail in the sidewall 

ong before the tread is worn. 


: 
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PLY FLEX 


LOATING 
RT 
Triple Protection 
Brings Big Savings 
Sidewall failures seldom oc- 
cur in Goodrich Silvertowns 
because these tires are triple 
protected. Statistics show that 
Triple Protection checks 80% 
of all premature failures. It 
not only gives your tires this 
extra protection but it pre- 
vents a big cause of blow-outs 


and at the same time cuts down 
road delays. 


How Triple Protection Works 


. PLYFLEX — distributes 
stresses throughout the tire 
—-prevents ply separation 
—checks local weakness. 

. PLY-LOCK—protects the 
tire from breaks caused by 
short plies tearing loose 


above the bead. 


of Dollars from Utility Operators 


3. 100%. FULL-FLOATING 
CORD—celiminates cross 
cords from all plies—re- 
duces heat in the tire 12%. 


Costs No More 


Here’s the amazing part 
about this amazing tire. Al- 
though it costs us more to 
make it costs you not one cent 
more than other quality tires. 


Why not get acquainted 
with these new Goodrich 
Tires now? There are over a 
hundred types and sizes. But 
there’s one type—one size— 
that will help stop waste in 
your fleet. 


The local Goodrich dealer 
can find that particular tire 
with “The Truck Tire Cal- 
culator,” a scientific device 
which selects the proper tire 
combinations, gives actual 
costs for the life of the tire 
and shows you how much you 
can save, 


Call the Goodrich dealer for 
further details or write direct 
to The B. F. Goodrich Com- 
pany, Akron, Ohio. 


‘ ptt oe 
oodrich”y..-Silvertowns 


PECIFY THESE NEW SILVERTOWN TIRES FOR TRUCKS AND B8USES 
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OKONITE Varnished Cambric Insu- 
lated Cables are of the same excel- 
lent quality that has distinguished 
OKONITE Rubber Insulated 
Cables for over half a century. 

2 


THE OKONITE COMPANY 


PASSAIC, NEW JERSEY 





OKONITE QUALITY CANNOT BE WRITTEN INTO A SPECIFICATION 


NOs wn A ELEAF, hia Pe eo 
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Bee telephone industry has come a long 
way from Alexander Graham Bell’s first 
halting message, “Mr, Watson, come here, I 
want you,” to the time when Comrade Stalin 
can talk from a desk in the Kremlin to the 
Soviet expedition at the North Pole—when a 
citizen of New York can call any one of over 
a million numbers for a nickel or call to a ship 
passenger half way across the Atlantic. 


IN its rapid development telephony, not un- 
like its companion utility—the electric power 
industry—was fortunate in being truly the heir 
of all ages. It was born at the peak of an in- 
ventive age at a time when circumstances, both 
technical and economic, were favorable to 
mushroom growth and early improvement. 
For this reason, telephony has been spared, 
perhaps, some of the slow growing pains and 
other vicissitudes experienced by older forms 
of utility service, such as transportation, gas, 
and water service. 


However, because it has been able to squeeze 
its growth from cradle to comparative ma- 
turity and perfection into the relatively short 
space of sixty-one years, the regulatory com- 
plications that have attended the development 
of the telephone have been, by the same token, 
accentuated—for it is obvious that making 
two telephone stations grow where but one 
existed before multiplies the function of regu- 
lation accordingly. 


THAD H. BRUWN 


Federal telephone regulation has its third 
birthday. 


(See Pace 3) 
JULY 8, 1937 


EUGENE D. MILENER 
A peaceful gas attack on modern America. 
(See Pace 21) 


ALTHOUGH Congress had long recognized the 
necessity and inevitability of Federal regula- 
tion of interstate telephony to supplement state 
regulation of intrastate service, it was not until 
July, 1934, that the Federal Communications 
Act became a law establishing the Federal 
Communications Commission to take over the 
duties of controlling the ever-expanding na- 
tional and international services of wire and 
wireless communications agencies. This month, 
therefore, marks the third anniversary of Fed- 
eral telephone regulation and we are fortunate 
in having a member of the telephone division 
of the Federal Communications Commission, 
Tuap H. Brown, describe in this issue what 
the FCC has done about telephones during 
that period. 


‘COMMISSIONER Brown was born back in 
Morrow county, Ohio, in 1887. He was edu- 
cated at Ohio Wesleyan and Ohio State uni- 
versities, and has generally been engaged in 
the practice of law at Columbus, Ohio, since 
1912, except during those intervals when he 
has been called to government service. And 
these calls have been frequent. He has served 
as a captain in the United States Infantry 
during the war period, as a member of the 
Ohio Civil Service Commission, as Ohio’s 
secretary of state, as general counsel, and later 
member of the Federal Radio Commission. 
When the last-named board was swallowed up 
by the FCC in 1934, ComMIssIONER BrRowN ~ 
went along as a Republican member. In addi- 
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He Hems Steel Skirts 


T FIRST GLANCE, you might not notice 
the beaded edge on a Plymouth’s 
fenders. But this edge is important; and 
it is an example of something bigger— 
which no car buyer should ever forget. 

As you see in the picture—this unusual 
edge is made by rolling the heavy metal 
around a thick wire of steel. Not every 
make of car does it. 

And this fender is rust-proofed—though 
you can’t see that in the new car. So is 
every sheet metal part on the new Plym- 
outh. That’s unusual, too, but it explains 
why Plymouth cars stay beautiful. 

@ Everywhere in this carefully-built car, 


you find these evidences of finer engi- 
neering and construction ...in the famed, 
double-action hydraulic brakes .. . Float- 
ing Power engine mountings . . . Hypoid 
rear axle ... easy, quiet shifting. 

The longer you drive your Plymouth 
the more proof you’ll find that it’s built 
to stand up .. . from its great six-cylinder 
engine . . . to the beaded “hem” of its big 
steel fenders! PLYMOUTH DIVISION OF 
CHRYSLER CORPORATION, DETROIT, MICH. 


EASY TO BUY—The Commercial Credit 
Company has made available exceptionally 
low monthly payment terms... through all 
De Soto, Chrysler and Dodge dealers. 





PLYMOUTH BUILDS GREAT CARS 
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tion to his work in the field of regulation, he 
has also been quite active in American Legion 
affairs. 


* 


-_ article on development in the field of gas 
utility service begins on page 21. EuGENE 
D. MiLener, the author, is secretary of the 
industrial gas section and director of indus- 
trial and domestic research of the American 
Gas Association, with headquarters in New 
York. He was one of the small group of early 
pioneers who, before the war, introduced the 
use of manufactured gas for heating whole 
houses and other structures, and transformed 
the art from its then crude state to its present 
highly developed status. He is the originator 
of the now widely used Degree-Day Method 
of estimating and checking the heating re- 
quirements of buildings, and has made a num- 
ber of contributions to development in indus- 
trial and commercial heating. For a number 
of years prior to joining the American Gas 
Association he was supervisor of industrial 
gas and house heating sales of the Consoli- 
dated Gas, Electric Light & Power Company 
of Baltimore, Maryland. Mr. MILeNner is a 
graduate of Baltimore Polytechnic Institute 

and the University of Maryland. 


¥ 


HE second and final instalment of Dr. C. 

Emery TrOXEL’s article about the effect 
the recent depression had on utility regulation 
appears on page 12. Dr. TroxEL, who is now 
assistant professor of economics at Wayne 
University in Detroit, Mich., will be recalled 
as a former contributor to the ForTNIGHTLY. 


¥ 


C. EMERY TROXEL 


What have hard times done for commission 
regulation? 


(SEE Pace 12) 
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OLAF D. BAKER 


Electric power and the winning of the 
Middle) West. 


(SEE Pace 26) 


HE final feature article in this issue, how- 

ever, is written by a newcomer to these 
pages, Otar D. Baker, of Miami, Oklahoma, 
who discusses the development of electric 
power in the middle southwestern states. Mr. 
Baker is a former banker and insurance man 
who has turned to writing articles on various 
aspects of his favorite theme—the industrial 
growth of the Middle West. 
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Fyre the important decisions preprinted 
from Public Utilities Reports in the back 
of this number may be found the following: 


The presently important question of rural 
extensions, particularly in territory of codper- 
ative associations, is dealt with in opinions by 
the Tennessee, Arkansas, and Wisconsin com- 
missions. (See pages 369, 380, and 400.) 


The Maine commission, in fixing rates for 
a water utility, in addition to determining a 
rate base discusses the various factors affect- 
ing reasonableness of return, such as the ele- 
ment of risk, returns of other business, safety 
from competition, and speculative ‘profits. 
(See page 385.) 


Overhead allowances and the determination 
of necessary cash working capital are dealt 
with by the Missouri commission in a case re- 
lating to fair value and the depreciation rates 
of an electric utility. (See page 408.) 


THE next number of this magazine will be 
out July 22nd. 


Ic Cclittin 
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HERE’S no need to upset your estab- 

lished plan of accounting when you buy 
your billing installation from Remington 
Rand. The world’s most complete line of ac- 
counting and tabulating machines offers you 
exactly the right machine for your billing 
problem, however unusual it may be. 


Whether you use the register 


Public Utilities Fortnightly 


... and save you money on billing. 

Instead of taking it for granted that your pres- 
ent machines are giving full value, why not 
make sure . . . now. Call the Remington 
Rand office in your city for a free analysis of 
your billing department or write Remington 


Rand Inc., Buffalo, New York. 





plan, bill and ledger plan, stub 
plan or bill and punchcard plan, 
Remington Rand develop- 
ments can be applied to increase 
speed, assure greater accuracy 









The completely electrified Remington 
Rand Model “85” is easily adapted 
for utility customer billing. Prepares 
bill and all related records at one 
time and in one operation, eliminat- 
ing needless clerical work and as- 
suring utmost accuracy. 
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5 
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* 
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PREPRINTS FROM PUBLIC UTILITIES REPORTS 


Various regulatory rulings by courts and commissions reported in full text, 
pages 369-432, from 18 P.U.R.(N.S.) 
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e ICC, 
‘) 
Low Cost 
7 
Replacement Boiler 
RANKLY now, why spend money tear- 
ing out and then repairing the tear-out on 
a building, in order to replace a boiler? Why 
do it, when the old boiler can be left where it 
is, or moved to one side, and a Burnham Cast 
Iron Twin Sectional put in its place. No tear- 
ngs outs. No repairs. 
> col None of the Burnham sections are so big they 
. won't slip through any average size door. 
si Still, it is a big boiler having a 50-inch grate. 
If you prefer Welded Steel Boilers, Burnham 
one also makes them. 
amor- There are no rights and Both are built to a specification. Both are 
dural a's i Beary th backed by a reputation. 
is also a right. 
‘ludes 
Irvington, New York Zanesville, Ohio 
Representatives in All Principal Cities of the 
United States and Canada 
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Remarkable Remarks 


“There never was in the world two opinions alike.” 





—MOoNTAIGNE 





WILLA CATHER 
American authoress. 


MMe. ObETTE KEUN 
French writer. 


Louis GUENTHER 
President, Guenther Publishing 
Corporation. 


E. F. McNAUGHTON 
Director, Public Utilities, Cali- 
fornia Railroad Commission. 


STATEMENT OF JURISDICTION 
Securities and Exchange Com- 
mission, 


DAvip FRIDAY 
Economist. 


GeEorGE TAYLOR 
Research Associate, Wharton 
School of Finance. 


ArTHUR E, Morcan 
Chairman, Tennessee Valley 
Authority. 


WALTER M. PIERCE 
U. S. Representative from 
Oregon. 
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“Give the people a new word, and they think they have 
a new fact.” 


> 


“The TVA is a public service agency, and excessively 
high-minded at that.” 


¥ 


“No sound or lasting prosperity is possible when a 
flourishing industry is sabotaged, as is now happening 
with the utilities.” 


* 


“There are now more than 1,600,000 California cus- 
tomers of privately owned electric utilities, or more than 
four times as many as in 1912.” 


¥ 


“It would, indeed, be tragic if administrative procedure 
were so impotent and so inflexible that we should be 
powerless to effect a practical solution of a practical 
problem.” 


¥ 


“This country is not going back to 1929.. We are too 
close to it and we are too cautious, It took thirty-two 
years to bring us to 1929, although we did have some 
minor depressions.” 


¥ 


“Under the Wagner Act the unions must change their 
organizing tactics completely. The use of minorities to 
force a strike can be too vulnerable to an election that 
would exclude a union from all recognition.” 


¥ 


“Two years ago the utilities contended there was a 
great overcapacity of producing facilities, but now, in the 
area within transmission distance of TVA at least, they 
are in distress because of lack of producing capacity.” 


¥ 


“If the War Department administers the Bonneville 
project fully, including power, we shall probably have no 
transmission lines built by the government, or at any rate 
a very meager program for the general distribution of 
power.” 


12 
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ELECTRIC DUPLEX 
CALCULATOR 


TWO TOTALS 


The individual totals 
in the front dials are 
transferred electri- 
cally to the rear dials 
where they accumu- 
late intoa grand total. 


DIRECT 
SUBTRACTION 
FAST . . « QUIET cmcm acon a 
rectly from the grand 


ELECTRIC —— 


Provides a faster, simpler way to accumulate individual 
calculations into a grand total. Direct subtraction, fast 
electric transfer, electric clearance, and positive electric 
key touch speed up the work and enforce accuracy. Other 
Burroughs Calculators of various totaling capacities also 
have new features, new advantages and new styles; thus 
you can select the one that will give you the shortest, 
simplest operation on your particular job. For a demon- 
stration or complete information, telephone the local 
Burroughs office, or write— 


BURROUGHS ADDING MACHINE COMPANY 
6086 SECOND BOULEVARD, DETROIT, MICHIGAN 


THERE’S A BURROUGHS CALCULATOR FOR EVERY TYPE OF CALCULATING 
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JouHN J. PARKER 
North Carolina judge. 


WititrAmM E. Boran 
U. S. Senator from Idaho. 


FRANKLIN D, ROOSEVELT 
President of the United States. 


OcpEN L. MILts 
Former Secretary of Treasury. 


JoserpH C. O’MAHONEY 
U. S. Senator from Wyoming. 


Frep B. Lewis 
Vice President, Southern Cali- 
fornia Edison Company. 


CHARLES W. KELLocG 
President, Edison Electric 
Institute. 


WALTER J. KoHLER 
Wisconsin industrialist, 


Cuar.es L, GIrrorp 
U. S. Representative from 
Massachusetts. 
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“One of the seductive fallacies which arises ever and 
anon to confuse us is that the Constitution is intended for 
our guidance in ordinary times but has no application to 
conditions of danger or emergency.” 


¥ 


“It may be that some amendments to the law are 
desirable, but I think there is a vast amount of power in 
the law which has never been used. The trouble has 
not been the want of law, but the want of purpose.” 


¥ 


“But how can we confidently complete that Tennessee 
valley project or extend the idea to the Ohio and other 
valleys while the lowest courts have not hesitated to 
paralyze its operations by sweeping injunctions?” 


¥ 


“No sensible man denies that seminatural monopolies, 
such as railroads and public utilities, banking finance, 
public market and trust functions, and, to avoid waste, 
certain natural resources, must all be regulated.” 


¥ 


“We make a sad mistake when we imagine that there 
can be no New Deal legislation without this court bill. 
What measure is proposed so strange and radical that it 
cannot be enacted under the Constitution as it stands?” 


> 


“It is the very prominence of the electrical industry 
which has made it a target during these exciting years. 
But never in the fifty years of its history has this industry 
been in a better position to command public attention and 
respect.” 


* 


“As an industry, our record is a long and enviable one. 
The fact that we have been in the storm cellar is largely 
due to the power of the government’s propaganda and the 
psychological effect of the constant repetition of state- 
ments in advertising.” 


¥ 


“Long steps have been taken, and longer ones are being 
urged, to build up a system of centralized control of 
credit, electrical power, transportation, communication, 
agricultural and industrial production, prices, and other 
great areas of our economic life.” 


¥ 


“A blast from Washington is now the cause of billions 
of dollars of losses, not by any means confined to so- 
called speculators, but suffered by the rank and file of our 
people who have invested their thrift and savings in the 
upbuilding of our public utilities, and enterprises.” 
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o design and build Steam Generating Units 





ware for any requirements of modern utility practice 
wer in 
le has 
r y Partial List of Contracts for 


C-E STEAM GENERATING UNITS 


RECEIVED FROM UTILITIES SINCE JAN. 1, 1936 
Data given indicate range of capacities, pressures and temperatures; plant locations suggest variety 





nessee 








| of fuels; company names imply competency of design evaluation. 
CAPACITY | DESIGN TOTAL | NUMBER PLANT 
PER UNIT | PRESSURE| TEMP. OF COMPANY LOCATION 
(Ib per hr) |(Ib persqin)| (deg F) UNITS 
_ 1,000,000 1425 925 Appalachian Electric Power Co. | Logan, W. Va. 
vaste, 750,000 1475 925 The Ohio Power Co. Power, W. Va. 
660,000 1475 910 Philadelphia Electric Co. Philadelphia, Pa. 
500,000 1400 900 New York Edison Co. New York, N.Y. 
(Now consolidated Edison Co., of N. Y., Inc.) 
there 420,000 710 850 : The Detroit Edison Co. Detroit, Mich. 
t bill. 375,000 1400 910 Edison Elec. Ill. Co. of Boston | Boston, Mass. 
hat it 320,000 950 915 Gulf States Utilities Co. Beaumont, Tex. 
aif 312,000 925 830 Potomac Edison Co. Cumberland, Md. 
300,000 1400 815 Kansas City Power & Light Co. | Kansas City, Mo. 
ustry 300,000 900 825 United Power Mfg. Co. Towana, Iowa 
ears. 300,000 450 750 Tennessee Elec. Power Co. near Nashville 
amy 275,000 1350 915 Nebraska Power Co. Omaha, Neb. 
1 and 
275,000 725 825 Duke Power Co. Mt. Holly, N.C. 
250,000 750 Rochester Gas & Electric Co. Rochester, N. Y. 
225,000 900 900 Ohio Edison Co. Springfield, O. 
one. 225,000 825 The Mil. Elec. Rwy. & Lt. Co. | Milwaukee, Wis. 
a 200,000 760 Utah Power & Light Co. Careyhurst, Utah 
tate- 170,000 382 Dayton Power & Light Co. Dayton, O. 
140,000 700 Southern Indiana Gas & Elec. Co. | Evansville, Ind. 
130,000 725 825 2 Connecticut Light & Power Co. | Montville, Conn. 
115,000 900 825 Missouri Power & Light Co. Jefferson City, Mo. 
: “of 90,000 200 366 Georgia Power Co. Atlanta, Ga. 
‘ion, 80,000 450 775 Public Service Co. of Indiana Edwardsport, Ind. 
ther 60,000 750 Virginia Public Service Co. Alexandria, Va. 


40,000 275 Central Illinois Electric & Gas Co.| Lincoln, Ill. 
35,000 225 Ohio River Power Co. Tell City, Ind. 


























ons *Firing equipment not included. A-841b 


wan COMBUSTION ENGINEERING COMPANY, INC. 


200 MADISON AVE., NEW YORK; CANADA: COMBUSTION ENGINEERING CORP., LTD., MONTREAL 
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MORE THAN A MI 


OF CUBIC FEET OF 








GUTHFAN-—“Cools You All Over” 


with Indirect Lighting 


Efficient, modern-day illumination, — MAILING COUPON 

providing glareless, shadowless, soft win F. Guth Company, 

lighting, is available with GUTH- -= gue Meee AV 

FAN, as one complete unit. Send immediately additional in- 
Office-morale, the will to work, is { formation on 

definitely enhanced by this proper on pPUTHFAN 

method of lighting and cooling. INDIRECT LIGHTING 
GUTHFANS are equipped with 

guaranteed motors; Guth indirect 

lighting reflectors are finished by the 

amazing new ALZAK process. 


Write us for further particulars. 











@ No. B4808 
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LL )) COMBINED METERS SANGAMO TYPE HV METERS. 


AND TIME-SWITCHES 





The Type HV instruments combine a 
r ») standard singlephase HF watthour 

meter with a synchronous motor time- 
switch—in various switching arrange- 
ments—supplied with or without two- 
rate register. Low cost installation and 
— minimum space requirements make 
them desirable for metering and con- 


TYPE HV-11-A 


trolling off-peak loads. 


odetn Mister for Modern Loads! 


SANGAMO ELECTRIC COMPANY 


SPRINGFIELD, ILLINOIS 


COVERS IT 
66 LIKE-A-TENT 


The Old Oaken Bucket 
—And— 
The Old Open Switchboard 


HAVE — WITH THE WIND 
TODAY, IT’S 
METAL-CLAD GEAR 


AND OUR NEW ILLUSTRATED 
BULLETIN 66 
COVERS-IT-LIKE-A-TENT 


Delfa-Star QQ) Eleotrit Ge 


'2400 BLOCK FULTON STREET, CHICAGO, ILL. 
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A new 1'2- to 2-ton International Model D-35 equipped with special te:ephone fieid-maintenance body owned by 
the Citizens’ Telephone Co., Decatur, Ind. 


THE 
\ 


International Harvester produces no “yearly model” 
changes in trucks. A new line is not just a matter 
of the calendar with this Company. It is interested 
only in keeping International Trucks at top 
efficiency. 


The International “C” models, now on the high- 
ways in many tens of thousands, are living evi- 
dence that this policy gives the truck user what he 
needs for hauling satisfaction. There have been no 
better trucks on the market, but now there are 
better trucks by far—these new Internationals. 


The International reputation has advanced stead- 
ily on performance and long life, on unequalled 
nation-wide service, and on the truck user’s final 
objective—ECONOMY. 


INTERNATIONAL: 


In the meantime, International has been co 
stantly at work on engine and chassis design, lo 
distribution and braking, increased power, 
economy, and driver comfort. The resources of j 
engineering staff, its laboratories, its plants a 
proving grounds were centered in the developn 
of a fundamentally better product. Today # 
many improvements are consolidated in this 
pletely new line of trucks. 


Today International Harvester offers truck use! 
the finest value of the year, a product engineer 
to the moment and styled for public acceptanc 
These new trucks, ranging from Half-Ton units i 
the low-price field to rugged Six-Wheelers, are « 
display at any International branch or deal¢ 
showroom. 


INTERNATIONAL HARVESTER COMPANY 


606 So. Michigan Ave. 


(INCORPORATED) 


Chicago, IIinols 


INTERNATIONAL TRUCKS 
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Shucks, | can 
urn all mine off 
n 60 seconds... 


hey're Nordstroms.” 


been coi 
Phi For all utility services where a 
tight, easy turning valve is essen- 
tial—on oil, gas, steam, air and 


chemical lines. 
Patented “Sealdport” lubrication. 
MERCO NORDSTROM VALVE CO. 


A Subsidiary of 
PITTSBURGH EQUITABLE METER CO. 


= vo Mein Otons: eee, Pe. Brass CBee: ow ao 
ors, are 0 * ity, uffalo, iladeiphia, olumbia, empnhis, anta, 
’ Emco-Nordstrom Lubricated Plug Chicago, Kansas City, Tulsa, Houston, Los Angeles, Oak- 


or deale Valve with gate valve face-to- land. Canadian Representatives and Licensees: Peacock 


. 7 Brothers, Ltd., University Tower Building, Montreal, 
face dimensions. Sizes 2” to 12”. Quebec. 


NOQOSTRONM 
—Libiicated VALVES 
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Versatile 
Locomotive 
Crane 


@ The service that this 
Link-Belt Type “L,” 
eight - wheel, gasoline 
engine operated, revolv- 
ing locomotive crane is 
rendering is typical of 
the dependability, econ- 
omy and practicability 
of the Link-Belt line of 
locomotive and crawler 
cranes. . 
This machine, which 
has been operating since 
1931 at the Michigan 
City Generating Station 
of the Northern Indiana 
Public Service Co. at 
Michigan City, has in 
that time handled over 
100,000 tons of coal to 
and from the stock pile. It has also found 
many other uses around the plant, such 
as loading railroad cars with ashes, hand- 
ling sand, hoisting switch yard equipment 
such as old circuit breakers, when being 
repaired, building plant track, and other 
duties. 


aia PE we ea 


Building Railroad Track 


Link-Belt was first to build-a locomotive 
crane of this type especially designed for 
internal combustion engine drive. 

Send for Book No. 1595. Address Link- 
Belt Company, Chicago, Indianapolis, Phila- 
delphia, Atlanta, San Francisco, Toronto. 
Offices in principal cities. 7089 


LINK-BELT 


LOCOMOTIVE AND CRAWLER CRANES 
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Re 


RoserrsHaw THERMAL Eve oven heat 
pntrol provides your salesman with an 
ntirely new approach in gas range selling. 
Now he has something exciting to show, 
bmething real to say: “Here, madam, is the 
ent of the year in gas ranges—a great im- 
rovement that you will appreciate!” 


L 





Here in the Thermal Eye window, 
when the oven reaches the tempera- 
ture set by the dial, a red signal comes 
into view 


Here on the bezel, the oven by-pass 
(B) and safety pilot (P) are easily ad- 
justed with a screw driver 


He4€, mounted on the bezel of the control, is 
the ovez: cock 
OTHER MODELS FOR EVERY SERVICE NEED 


And Thermal Eye control backs him up 
with action, The prospect sees this new con- 
trol actually signal when the oven reaches 
the temperature set on the dial. 

See that your ranges are equipped with 
this attention-getting control. It will energize 
your selling. 


OVER 2,800,000 IN USE 


ROBERTSHAW THERMOSTAT COMPANY, Youngwood, Penna. 
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An International Business Machines Service Bureau 


A SERVICE to aid you 
in the preparation of 


SOCIAL SECURITY RECORDS 


Simplify the task of pores payrolls, wage records and the data required 
by Social Security forms SS2 and SS2A, by employing the International 
Business Machines Service Bureau. 


Our broad knowledge of methods and machines for the preparation of time 
records, wage statistics, earnings records and payrolls, plus our successful 
experience in Social Security procedures are at your command. 


Branches of this Service Bureau are located in principal cities and are 
equipped with International Electric Bookkeeping and Accounting Ma- 
chines. They will also cooperate with you in the preparation of reports 
concerning Billing, Inventory, Operating Statements, Accounts Receivable 
and many other important functions of your business. 


You can depend on this international organization for economy, efficiency 
and confidential handling of all work. Write or call your nearest Interna- 
tional Business Machines branch office today. 


INTERNATIONAL BUSINESS MACHINES CORPORATION 


General Offices 1 Branch Offices in 
270 Broadway, New York, N. Y. , Principal Cities of the World 
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A Load Builder 
That Will Make 


Friends For You 
®°THE BIPOST 


(1000 WATT T-24) 
TOTALLY INDIRECT 


LUMINAIRE 


Harz is a new, small diameter, permafiector 
equipped luminaire, developed by “Pittsburgh” 
engineers to provide high intensity indirect light- 
ing for rooms where ceilings are low or where 
larger units are impractical. 


It is modern and distinctive in appearance and 
scientifically designed to control 1000 watts of 
light in the most efficient and satisfactory manner. 


SPECIFICATIONS Its shallow bowl—a type much in vogue today— 
serves only as an ornamental enclosure for the 


Standard Lamps, Size Pag food Permafiector of smooth glass which controls the 


uminaire No. (Available with stem- light. 
hanger only) 
onates g % ba I 21” The fixture is equipped with a unique dual husk, 
Top of Bowl to Ceiling concealing the socket and lamp neck, ingeniously 


A AL. ~ Bee? ventilated. No exposed vents mar its design. 


S -_ rd Fi i 

jenderd Fisieh, inai Stranded nickel wire with 40 mil. wall of asbestos 
insulation is used in this fixture, additionally in- 
sulated at the socket by refractory tubing. 


Many of your customers are prospects for lumi- 
naires of this type and you can unhesitatingly 
*On special order may be had finished in recommend this unit which is backed by more 
oe Soe 2S Se 2 than 21 years of successful lighting experience. 
Gluminum) at @ small additional charge. P . 

On special order may de had finished in Write for details. 


PITTSBURGH 


| be 7 REFLECTOR COMPANY 











additional charge. 
Permafilec os OLIVER BUILDING PITTSBURGH, PA. 
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Split Case 

Frost-Proof Type Type Has 
Has Inter- Inter- 

changeable Parts changeable 


PLUS 


From Passaic Con- 
solidated Water Co. 
Set in service March 


ONE OF THE FIRST THE 5 MILLIONTH 
FIFTY THOUSAND 


MAKE OLD TRIDENT METER 
NEW 


NO DETERIORATION 
NO OBSOLESCENCE 
CAPITAL VALUE UNIMPAIRED 


NEPTUNE METER CO. 
THOMSON METER CORP. 
ach Roabitore 50 West 50th St., (Rockefeller Center) 


he Water i 
ion on New York City 





OVER 6 MILLION TRIDENT & LAMBERT 

WATER METERS MADE & SOLD THE WORLD OVER 

—ALL PROTECTED BY INTERCHANGEABLE PARTS 
NEPTUNE METERS, LTD., 345 SORAUREN AVE., TORONTO, CANADA 
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Full Size Professional uz 


so ARC:” Sh 
WELDER 


ils Here’s thrilling news! 
‘3424 full size, heav YA ‘Alaa 
din Electric A ELD 

only $39.25 with De Luxe 
ecessories! Not a toy, but a 
, 100-pound man-sized ma- 
hine that welds all weldable 
etals and alloys with amaz- 
bg efficiency, everything from 
ast iron parts to light sheet 
etal. A sturdy, —— steel- 
nstruction machine, yet 
usily portable on casters. 


WORKS FROM I10-VOLT SOCKET 
simply plug into any 110 or 220 volt A.C. electric 
ocket. Fcenomical—costs only a few pennies an 




























Portable lamps marked 
wits this tag are 















our to use. Often pays for itself on first or 
lecond job. Can be carried 1 to outside jobs 
» auto truck or side car. as complete heat 
ontrols. Anyone can use easily. Instructions for 
ving all kinds of welding jobs included. 


Amazing Detalis FREE! 
end no money! Write today for fascinatin ng 
acts about this new Aladdin ARC WELDE 


ith De Luxe Accessories. Aladdin is the ideal 


elder for — ey oe pone ees = oe 

nd construction work—a hig efficient machine fy k £ 7 

UARANTEED TO MEET ALL CLAIMS, at a eee £, an 45 to . . e tests 
raction of the price asked for others—at a sav- 


ng that may amount to several hundred dollars! 
Send today for full details. You are not obligated. 


test 
mpiy with LB. s 
seiications. re 
























COMMONWEALTH MFG. CORP. I. E. S. Better Sight Lamps are enjoy- 
Davis Lane Dept. U-70 Cincinnati, Ohio ing an amazing success with the public 
and are rapidly boosting lighting load. 

Why? 











Partly because E. T. L. Tests help give 
better value by assuring compliance with 


CONSTANT SERVICE mina 
1. Give more and better light. 


2. Are electrically safe. 
3. Are mechanically sound. 
























These lamps are one of many products 
tested by E. T. L. For more than forty 
years, Electrical Testing Laboratories has 
been finding the facts, by research and 
test, about almost everything that a util- 
ity sells, services, buys or uses. Our 
clients tell us it has made their operations 
more profitable. May we serve you? 


Write for your copy of a new booklet 
which explains our services. 


















This combined meter 
box and service switch is 
built to give constant ser- 
vice under the toughest 
weather conditions. 


Aluminum or rust- 
proofed steel .. fused 
pullout switch . . special 
weatherproof door 
plenty wiring space . . 
any desired knockouts. 








Write today : ELECTRICAL 
for complete information 
TESTING 
LABORATORIES 







WALKER ELECTRICAL COMPANY 
ATLANTA GEORGIA 


eatiinacall 
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Whether You Buy A Tankful Of Gasolene Or 
A Carload Of Oil—You Can Be Sure That 
CITIES SERVICE PRODUCTS Are Unsurpassed! 


THE QUALITY of Cities Service gasolenes, oils and greases is guarded 
every step of the way from the oil well to you. For Cities Service is a 
completely integrated unit in the oil industry, engaged in all phases 
of petroleum operation ... production, transportation and refining. The 
finished products, backed by 74 years of refining experience, reach 
you through 15,000 reliable outlets. The Cities Service emblem is 
your guarantee of dependable products and efficient, courteous service. 


CITIES SERVICE [224 Serves A Nation! 
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FOR PUBLIC 
AMTILITIES 


) THE 
ALL YEAR 
MACHINE 


performs cheaply 
and effectively any 
bwer hammer job— 3 
eaking, digging, driving test rods, asphalt cutting, 
bck drilling, sheeting driving and back-fill tamping. 
elf-contained and self-powered, the Barco can be used 
herever the operator has room to work. 


Two models—H-6 for heavy duty; J-2 for lighter work. 
e'll be glad to send you complete details about both. 


ARCO MANUFACTURING CO., 


1803 W. Winnemac Avenue, Chicago, Illinois 


Rog ee eee 





Satisfactory all year round 


|PORTABLE GASoline HAMMER end under varying, weather 


conditions. 
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If your customers are 
ever kept waiting... 
If your customer con- 
tact departments are 
subject to seasonal 
or periodic conges- 
tion... If your bad 
debt losses are higher 
than they should be .. 


YOU SHOULD HAVE THIS BOOK! 


@ It tells how the elapsed time for individual customer transacti 
in the offices of a public utility company can be (and has been) redw 
from 10 minutes to 45 seconds each .. . It tells how new accou 
can be opened, excess charge complaints adjusted—credit ratings, o 
tomer histories, amounts of deposits ascertained with remarka 
speed ... It describes a new method for the centralization of inf 
mation and practically instantaneous voice contact between depai 
ments... It deals not with theory but with fact—telling of surpt 
ing results achieved by firms such as Kansas City Power and Light € 
New York Edison Co., Public Service of N. J., etc. 





You should read “Better and More Pro 
re oe ag ty a etuaaa INC., ° ° ° 
° 0 Fifth Ave., N. ¥. able Public Relations.” It will be sent 
C0 Please send me « copy of “Better ond request without charge or obligation 
More Profitable Public Relations.” interested public utility executives. W 
CO Please have representative call. 4 
phone or use coupon. 


DICTOGRAPH PRODUCTS CO., | 


580 Fifth Avenue, New York, N. Y. 
Manufacturers of Precision Equipment 
© 1987, Dictograph Prod. Co., Ine. Since 1902 
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REASONS SAYING 
“GIVE THE PL © GRINNELL”’ 


ADVANCED PLANT FACILITIES 


KNOWLEDGE OF TO-DAY’S 
CONDITIONS 


INTERPRETATION OF IDEAS 
AND PLANS 


THOROUGH TESTING 
EASY, RAPID ERECTION 
ECONOMY IN COST AND LABOR 
DELIVERY ON SCHEDULE 


WORK QUALIFIED FOR 
“@ 


Public Utilities Fortnightly 


Pit 


There’s pipe pioneering in the multiple extruded outlets, 
short 90° bends and complicated structure of the prefabri- 
cated unit shown above. Its specifications were typical of the 
many that bring one answer to the minds of engineers... 
“a job for Grinnell!” 

Grinnell’s advanced plant facilities made this pioneering 
possible. But the engineers who gave us this job reaped 
other benefits. Delivery on schedule. Easy, rapid erection. 
Thorough pretesting. A unit that is insurable. 

The requirements of your prefabricating job may be en- 
tirely different from those of the steel company for which 
this unit was built. But whether you want high pressure, 
low pressure, high temperature or process piping, the advan- 
tages at the left should prompt you to say, “Give the plans 
to Grinnell”. . . . Grinnell Company, Inc., Executive Offices: 
Providence, R. I. Branch Offices In Principal Cities. 


GRINNEL 


WHENEVER PIPING IS 


INVOLVED ~ 
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HEY PULVERIZERS 


in Central Stations 





ant after plant in the Public Utility industry has swung to Riley 
lverizers .. . definitely establishing Riley as one of the leaders 


A few Public Utilities using Riley Pulverizers ... 


Union Electric Light & Power, Cahokia . . . Repeat Order 
Edison Electric Illuminating Co., Boston . . . Repeat Order 
Hartford Electric Light Co., Conn. . . . Repeat Order 
Potomac Electric Power Co., Washington, D.C. 
Oklahoma Gas & Electric Co. . . . Repeat Order 
Stamford Gas & Electric Co., Conn. 

City of Springfield, Ill. 

City of Tacoma, Wash. 

Savannah Electric Co., Georgia 

Dubuque Electric Co., Iowa 

Central Iowa Power & Light Co. 

Lynn Gas & Electric Co., Mass. 

Upper Michigan Power & Light Co. 


RILEY STOKER CORPORATION 


WORCESTER, MASS. 


BOSTON NEW YORK PHILADELPHIA PITTSBURGH BUFFALO CLEVELAND DETROIT TACOMA 
ST. Louis CINCINNATI HOUSTON CHICAGO ST. PAUL KANSAS CITY LOS ANGELES ATLANTA 
COMPLETE STEAM GENERATING UNITS 
BOILERS - SUPERHEATERS - AIR HEATERS - ECONOMIZERS - WATER-COOLED FURNACES 
PULVERIZERS - BURNERS - MECHANICAL STOKERS - STEEL-CLAD INSULATED SETTINGS 
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FRANK SMITH WRITES 
10 MAJOR BOWES ABOUT 
HIS DODGE TR 


Read What. He- Says About the Amazing | 


Dependa bility of. 


" Major Bowes: ae me <eeee 
miles on it 


000 
tons 
ow. set of Bie the 


make 
' ae per day: 
ra day- 
ence that & 
a by 8 a per iependsble and 
is the market. 


end 1.quert 
. 5 to 
re 4p.oi1 every tt 


Tune in on Major Bowes, Columbia 


truck on Se 
invere 
may be 
these Soe Oe C. Bs 


Yours reer? 


> 


sting to 


otfully; : 


Network, every Thursday, 9 to 10 
P. M., E. D. S. T. 


Easy terms giadly arranged 
te fit your budget, at low 


cost, through Commercial 
Credit Company. 


7) 

Sag Owners 

OPLE don’t sit down and write 
unsolicited letters of praise for 
any truck unless they mean it! 
Recently, thousands of truck buy- 
ers from coast to coast have switched 
from other trucks to Dodge. A sur- 
prising number of them write and 
express amazement at the way 
Dodge saves gas, oil and upkeep 
for them. In the same mail with 
letters from new Dodge truck own- 
ers come many others from owners 
of old Dodge trucks. These tell 
again and again of trouble-free 
service over hundreds of thousands 
of miles! Today, Dodge trucks 
offer a combination of money-saving 


NEW 1937 DODGE %-1 TON EXPRESS—6-Cyl.—Offered on Seatunet Tethd tealliden dine. 


120” chassis with 84” body, and 136” chassis with 108’ body. Has all 
the gas, oil and tire saving features and long-life construction that 


DODGE 
make Dodge world-famous. Get e “Show-Down" from your Dodge dealer. Division of Chrysler Corporation 
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Established 185/ 


Utility Investment 


tested 


li See trem wos iss 
prolate tnve t 





the majority of the country’s 


protect your men from ac 


Tree Trimming Tools 
are endorsed and used by 
the largest utility com- 
panies, because they are 
highly efficient, strong, light 
and easy to handle. The 
No. 1-B Tree Trimmer, 
clips limbs up to 14” with 
ease and has the patented 
Compound Lever side cut- 
ting head, with Bakelite 
Insulator which is tested to 
105,000 volts. Handles are 
Sitka Spruce, treated for 
protection, 6 to 16 feet in 
length with extra length 
easily attached. Only a 
side cutting head leaves 
clean wounds, 

You can’t go wrong on any 
Bartlett Tool. Ask for 
prices and full information 
today. 











ing power companies. It-is a further 
investment to sure the tools used 
cident. 


BARTLETT INSULATED 


BARTLETT MFG. CO. 


Made Only in Detroit, Michigan 
3025 East Grand Boulevard 





Stationary Service Demands Nothing 


» 


e 


CHLORIDE 
BATTERIES 


Less Dependable 


HE battery that is chosen for elec- 

tric power control, telephone, rail- 
way, signal, or other vital stationary 
service, must be dependable over a long 
period of time. 

Because no other battery has ever 
been developed whose life and perform- 
ance records could equal that of the 
Exide Chloride Battery in stationary 
service, utility engineers as well as those 
of numerous industrial plants, all over 
the world, put absolute confidence in it. 


For whatever purpose you need a storage 
battery, some one of the many types of 
Exides available will completely fulfill your 
requirements. 


THE ELECTRIC STORAGE BATTERY COMPANY, Philadelphia 
The World’s Largest Manufacturers of Storage Batteries for Every Purpose 
Exide Batteries of Canada, Limited, Toronto 








This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 





Public Utilities Fortnightly 





Business Wyleeecoa 
is alsoa 


harries the thoughtful 
American business man 
is the responsibility to be suc- 


cessful. 


If he fails in that basic duty 
everything else in the busi- 
mess picture becomes aca- 
demic detail. 


You can’t blink the fact—his 
success is a “must” for your 
sake, as well as his own. 


Why? Because only a busi- 
ness that takes in more than 
it pays out can hope to keep 
going and meet payrolls. 


And only a going business 
can support the flock of other 
businesses that depend on it 
for orders to keep their men Bee 
and machines going. 


Finally, only a successful busi- 
ness has the surplus money it 
takes to work out improve- 
ments in products and values which insure 
future jobs. 


Darin depression, only those companies 
fortified by success are able to carry em- 
ployes by dipping into reserves built up 
during prosperous times. 

The extent to which American private enter- 
prise did dip into reserves during 1930-34— 
totals by latest estimate some $26,600,- 
000,000. 


That’s the amount paid out, over and above 
income, to keep plants going and men at 
work. 


In other words, industry voluntarily con- 
tributed more than twice what the Government 
spent for “priming the pump’’—not to mention 
the fact that business earned its money, 
whereas Government money comes from 
borrowing and taxes. 


This shows in cold-turkey figures why busi- 
ness success is a “‘must.” 


So also does the illuminating fact that 
40,000,000 stockholders and their depend- 
ents have a stake in and directly benefit from 
ownership in American business. 


All of these people—all the millions of 
gainfully employed—all Americans including 


ge HE heftiest problem that 


Ss eee 


affects his employe 


onstantly 


yourself, no matter where you live, what your 
work or you do it—have not merely a 
casual but an acute meal-time interest in 
seeing business in this country go ahead! 


Business Raises Living Standards 


Only 35 years ago there was but one insur- 
ance policy-holder to ten people—today, 
every other person in America has a life in- 
surance policy. 


There were only 1000 radios in 1920—in 
1935, the number of families with radios 
was 22,869,000. 


In 1913, there was one bathtub to ten people 
in American towns and cities—fifteen years 
later there was one to every five people. 


Thus have people enjoyed an increasing 
abundance of things in America, a business 
nation. 


This advertisement is published by 


NATION’S BUSINESS 


—a magazine devoted to interpreting business to itself, 
and bringing about a better understanding of the intri- 
cate relations of government and business. The facts 
blished here are indicative of its epic and contents. 
rite for gemple copyto NATION’S BUSINESS, 
WASHINGTON, D. C, 
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INDSOR STATION 


Ohio Power Company 
Beech Bottom, West Virginia 
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This steam generating unit is being con- 
structed to provide certain specific perform- 
ance results. Outstanding among these are 
the ability to: 


a. Operate over a wide range of output. 
b. Provide definite control ot final steam tempera- 
ture throughout the range. 
. Give freedom from slagging. 
- Maintain high availability. 


The arrangement includes a divided fur- 
nace having a radiant heat superheater in 


FOSTER WHEELER CORPORATION 


the side wall of one furnace, and: gas pas- 
sages spaced so widely that they cannot 
slag over. Steam may be raised rapidly by 
firing the completely water-cooled furnace 
at full capacity. Final steam temperature 
may be controlled by varying the rate of 
firing of the two furnaces. 


The conditions are: 

Capacity--Ib. per hour 
Pressure—lIb. per sq. in. 

Final steam temperature, deg. F. 
Feedwater temperature, deg. F. 
Efficiency at normal load, per cent 


165 BROADWAY, NEW YORK, N. Y. 


FOSTER WHEELER 
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The Symbol of an 
Idea 


The P. T. C. Seal stands for 
an unique coneeption of co- 
anicitiiiee promotion by an 
industry. Power Transmis- 
sion Couneil’s central idea is 
the advancement of planned 
power transmission, in the 
interest of the user of power, 
to the end that the right 
drive shall be used in the 


right place. 


POWER TRANSMISSION COUNCIL 
75 STATE STREET - BOSTON, MASSACHUSETTS 
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CAREFUL 


The CLEVELAND 
BABY DIGGER 
MODEL 95... 


“Better Business” says, “before you 
invest investigate.” We say before 
you purchase your next trencher be 
sure you investigate the new “Model 
95” Cleveland Baby Digger. 


Here is a machine that will deliver 
maximum dividends per dollar in- 
vested, and there are reasons: 


@ The primary reason for the Cleve- 
land “Model 95’s” high value is 
that it isa COMPLETE TRENCHER. 
Meaning that—The Baby Digger—fits 
most jobs—gets to the jobs in shortest 
time—does the job with the least loss 
of time and at least expense. These 
results are secured because of the 
practical design and the quality con- 
struction of this new model Baby 
Digger. 


@ Understanding and knowing from a 

practical, “work-accomplishment” stand- 

point the many obstacles with which 
city and suburban trenching is beset, the Baby Digger was originally built to meet and over- 
come them and while the basic design of today’s trencher is not changed, improvements have 
been made that assure the “man on the job” of being able to quickly meet and overcome trench- 
ing conditions as they are today. 


Literally thousands of miles of completed work prove the correctness of the Baby Digger's 
original, distinctive, fully patented design. If you would assure the most trench, in the most 
places, at the least costs and thus win the reputation of a careful buyer, put a Baby Digger 
= 95 on the job. You can investigate without obligation before you buy. Get the details 
today. 


THE CLEVELAND TRENCHER COMPANY 


D100 ST. CLAIR AVENUE CLEVELAND, OHIO 
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OOSIER BUIL 





Two views of 44 Ko. Transmission Line erected between Slab Fork and Milam, West Virginia, 
for the Appalachian Electric Power Company 


CONSTANT IMPROVEMENT IN 
ORGANIZATION AND METHODS 


HOOSIER ENGINEERING COMPAN 


CHICAGO 46 SO. 5TH ST., COLUMBUS, OHIO NEW YOR! 


Canadian Hoosier Engineering Company, Ltd. 
Montreal 


ERECTORS OF TRANSMISSION LINES! 
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PUBLIC UTILITIES EVERY WHERE 


USE DITTO to Help Contro/ Operations 


Every smudged copy, every error in copying, 
every overworked and overloaded typist — 
demonstrates again your need for Ditto. For 
Ditto eliminates such wastes. 


Public Utilities everywhere are accurately 
controlling their operations by using Ditto 
for the speedy inexpensive reproduction of 
reports, accounting forms, repair instruc- 
tions, operating orders, material lists, inven- 
tories, schedules and the like. In no other 
way can you make copies so quickly and 

so inexpensively. 

e * e 
Write today for our new 
book “Copies—Their Place 
én Business.” It tells fully 


just what Ditto is, 
what it can do for you. 


Ditto 


INCORPORATED 
2284 W. HARRISON ST. 
CHICAGO, ILLINOIS 
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The sale of Modern Lightin 
for Modern Store Fronts sho 
begin at Home! 


RE 
isc AA A PT EAT 


eae 


Here’s how Architect Geo. F. Sansbury and the Potomac Edison Company 
convince the merchants and property owners of Cumberland, Md., of the 
value of brightly lighted stores. 


A modern store front demands modern illumina- 
tion. And modern illumination means a heavier 
lighting load. There’s a natural tie-up if there 
ever was one... new Pittco Store Fronts and 
modern lighting. 


But to take best advantage of this tie-up .. . to 
convince prospects in your community of the sound- 
ness of store front modernization with better light- 
ing . .. there’s nothing more valuable than an 
actual example ...on your own show rooms... 
of just what you mean. 


You talk to a merchant. . . tell him the need for 
modern merchandising methods . . . plug away on 
the idea of a new store front with better lighting. 
And to clinch the argument, you say “Look at our 
own quarters down the street. There’s a new 
front .. . illuminated in the modern manner. We 


practice what we preach... because we know 
means better business!” 


Put a new Pittco Front on your utility show roor 
Make them an example of what you preach. A 
when the Pittco Store Front Caravan, sponso 
by Pittsburgh Plate Glass Company, comes to yo 
territory, don’t miss it. It shows you numero 
actual examples of modern store front lighting. 
offers you an opportunity to cooperate with a p 
motional effort that leads directly to more busine 
for you. Contact our local branch for data ab 
the Caravan ... and for any cooperation on sto 
fronts you may need in your work. 


Paul P'TTS BURG HG AY 
PLATE GLASS COMPANY 9% 
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... PLENTY OF CREDIT 
SHOULD GO TO MY ROYAL 


Enthusiastic! Proud of their typing— 
loyal to their typewriters! That is the 
way girls feel who are given Royals 
to use. For the Easy-Writing Royal is 
a perfect expression of good-will from 
employer to employee. 


A marvel of scientific precision and 
accuracy, the perfect office writing 
machine, it both compliments the 
typist—and gives greater scope to her 
skill. And because Royals actually 
speed and ease every typing opera- 
tion, they ensure better morale—better 
typing, and more of it, measured 
either by the day or hour! 


Invite a demonstration 
... Compare the Work! 
It costs nothing, it 
proves everything. 


MODERNIZE WITH 


Royal Typewriter Company, Inc. 
2 Park Avenue, New York City 


World’s largest company devoted exclu- 
sively to the manufacture of typewriters. 
Factory: Hartford, Conn. 


WORLD'S NO. 1 TYPEWRITER 
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Modern principles 
of valuing industrial properties 
and how to apply them 


This book presents the basic principles underlying the valuation of industrial properties, 
with illustrations of their application to specific valuations. The book includes a 
synopsis of all the controlling United States Supreme Court decisions affecting the 
practice of valuation, and the development of an entirely new principle of depreciation. 


J ust Published 


ENGINEERING VALUATION 


by ANSON MARSTON 
Senior Dean of Engineering, Iowa State College 


and THOMAS R. AGG 
Dean of Engineering, Iowa State College 


655 pages, 6 x 9, illustrated, $6.00 


Practicing engineers and appraisers will find this comprehensive, up-to-date treatise 
embodies the results of the widely known valuation research carried on for 16 years 
at the Iowa Engineering Experiment Station. They will find that it embodies also 
the many court decisions since 1919 which have established and clarified fundamental 
valuation law. ‘The book presents in practical form the results of work that has 
done much toward putting the mortality characteristics of industrial property on a 
sound, scientific, actuarial basis. 


Special features of this book: 


the condition—per cent tables 

the methods of using mortality curves as aids in forecasting the probable service 
lives of industrial-property units 

the methods for estimating and accounting for actual depreciation 

the detailed analyses of 68 court decisions on valuation 

the tables of approved or implied allowances in valuation decisions for overhead 
costs, preliminary-expense value, going value, and working capital. 





Order from 


PUBLIC UTILITIES REPORTS, INC. 
1038 Munsey Bldg., Washington, D. C. 
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ith its controlled differential steering, the Cletrac 
just the outfit for the backfilling job . . . for all 
actor jobs. 

s more easily handled . . . more perfectly con- 
olled . . . more quickly maneuvered. The result: 
ore work done more economically. 

nd the Cletrac is built to take it . . . to last longer, 


k fewer favors, require less attention on the job. 


Among the fifteen models—either gas, tractor fuel, 
or Diesel powered—there's the right size for every 


job, 22 to 94 horsepower. 


Investigate the Cletrac and the complete line of work- 
ing equipment—bulldozers, scrapers, air compressors, 
welders, post hole augers, rock crushers, front end 
loaders, winches, booms . . . a tool for every re- 


quirement. 


E CLEVELAND TRACTOR COMPANY - CLEVELAND, OHIO 


Cletrac 


Crawler Tractors 


e only tractors with controlled differential steering that keeps both tracks 
bulling at all times ... on the turn as well as on the straightaway. 
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DAVEY Commcenber Tracks 


WILL CUT YOUR MAINTENANCE COSTS 


Because Davey Compressors take their power from the truck engine, they require only about one-third of the t 
capacity. The rest may be used in a variety of ways in handling maintenance work. 


So you have a dual-purpose unit, which may be used full time, either as a truck or as a compressor. You do not 
a second truck to carry a compressor to the work. 


Also, because compressed air is always available, your men will 
ti . time-saving air tools to do many “| ler x sone which would oth 
Some Distinguished Owners: be done at much greater expense by 

Boston Consolidated Gas Company peue truck-driven +~ 9 are ehoroughl proven in six 
New York Power and Light Corporation SE Se He Se Ge ae Sees Cam 

Michigan Bell Telephone Company 
Iroquois Gas Corporation, Buffalo DAVEY COMPRESSOR CO., Inc. 
City of Syracuse, N. Y., Div. of Water ’ 
Connecticut Light and Power Company KENT, OHIO ) 











AMERICAN STREET | 


26) n COMPANY CUMINATING 
Broad St, Phila, ‘Pa, 
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“BACKED BY $9 SRARe: STREET LIGHTING EXPERIENCE 
Ecc eer RE a PN 
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FOR PERFECT CONTROL SPECIFY TIT. 


TITAN RELIEF VALVE 


Titan Temperature and Pressure Relief Valve pre 
vents excessive pressure and temperature. Pressu 
relief is obtained by means of a spring loaded val 
which opens when pressure reaches a predetermi 
point. Temperature relief is obtained by means of 
fusible metal disc which melts at 200°F and permit 
the overheated water to be discharged. 











TITAN SAFETYSTAT 


Titan Safetystat automatically shuts off all gas t 
the burner in the event excessive temperatures are d 
veloped. Before resuming normal operation, the cause ¢ 
excessive temperature should be determined and re 
died. To resume normal operation after Safetystat 
functioned, valve plunger must be reset. No fusib 
member to be replaced and no necessity to disassemb 
ts the valve in any way. 


d of the TITAN SNAP ACTION THERMOSTAT 


ou do nots Titan Snap Action Thermostat is an extremely se 
sitive instrument, providing perfect control of wa’ 
temperature. Its simplicity and ruggedness is a gua 
antee of long life. Equipped with a Temperature § 
lector which permits adjustment over a wide rang 
Decided advantage over the type that is set at t 
factory for only one fixed temperature. Sizes are fra 
2” to 13”. Used on all types of gases. 


TITAN DELUXE DRAIN COCK 


Titan Nu-Drain is in harmony with the cleanc 
appearance of the new heaters. Its compact desig 
provides almost complete concealment of the body. 
improves the appearance of any heater. 


TITAN SAFETY PILOT CONTROL 


Titan Safety Pilot Control Type B-16 operates 
means of a bi-metal strip in contact with the pilot fla 
This instrument automatically prevents escape of u 
burned gas from the main burner in case the const 
pilot flame should become extinguished. 














Titan Controls are built to meet the rigid re- 
quirements of water heater manufacturers. They 
are standard equipment on most automatic 
storage water heaters approved by the A. G. A. 


E TITAN VALVE & MANUFACTURING COMPANY 
ENCERNERMOSTATS » » SAFETY PILOTS » » RELIEF VALVES » » SAFETYSTATS 


13 Elk Avenue Cleveland, Ohio 
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Victor Insulators, Inc. 
Victor, N. Y. 































[ELECTRIC RANGES 


Designed to fit flush against walls or cabinets, L&H 
Electrie Ranges are ideally suited for ‘‘built-in’’ kitchens. 





E 











. cooking begins immediately . . . takes less 
Wi - . consumes less current. Sealed in rustproof 
we or write metal, L&H Calrod insures dependable, lasting | 
for complete 


service. Find out how the new L&H Electric Ranges 
details pave the way to easier sales. 


A. J. LINDEMANN & HOVERSON CO. 





( TeNsits rest directly upon the FLAT thrift coils 
me 














MILWAUKEE, WIS. Hie 
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" COPPERWELD NON-RUSTING 
Deuce Galric and Barled Wire 
NEVER NEED PAINTING 


Because Copperweld fence fabric and barbed wire 
are made from the same non-rusting wire used so 
successfully by railroads, public utilities and other 
industries for over twenty years as conductor and 
guy and messenger strand. The THICK outer 
layer of pure copper, inseparably molten-welded 
to a tough steel core, can't wear off and will not 
rust. The high-strength steel core prevents sag- 
ging and breakage. There is no more necessity for 
painting Copperweld fence fabric or barbed wire 
than there is for painting your pure copper line 
wire. That’s why Copperweld..... 


Casts less by the year 


Please write for an interesting folder 
on public utility fencing. 


2, 








COPPERWELD STEEL COMPANY 
GlasAnort, Pa. 


COPPER - BRONZE - COPPERWELD RODS, WIRE, and STRAND 





nt) 
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P. U. R. Digest 


CUMULATIVE 
A DIGEST THAT IS SERVICED 


Public Service Law and Regulation 


The only Complete Digest in this field 


A Work of Primary Authority 
Containing the Decisions and Rulings 
of the 
United States Supreme Court 
A SHORT CUT United States Circuit Courts of SIMPLE 

Appeals 
papitehnniongy'd United States District Courts ppirinasenaie) 
FIFTY YEARS State Courts CLASSIFICATION 
Federal Regulatory Commissions OF SUBJECTS 
State Regulatory Commissions 
SURVEY OF Insular and Territorial Regulatory 

THE LAW Commissions A GREAT SERVICE 


AN EXHAUSTIVE 
A GREAT REVIEW 











A Life-Time Digest Kept up to Date 


Write for price and payment plans 





PUBLIC UTILITIES REPORTS, INC. 


Tenth Floor, Munsey Building 
Washington, D. C. 
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Division: AMERICAN ENGINEERING 


PHILADELPHIA, PENNSYLVANIA 


Oli il tatdael lak: 


PUMPS 








TAYLOR STOKER UNITS 
TAYLOR STOKERS 
FURNACES (Woter-Cooled 
meee CF OPPERS 








nat 
DP excovce 715 oI age Ne 


Taylor Stokers Cut 
Lost Time Charges 


Equipment “outage” has the 
same effect on a power plant that 
employe absence has on an office 
force. It doubles work, causes de- 
lays, costs money. Longworth 
Steam Station of the Dayton Power 
& Light Company reports “out- 


age” for a Taylor Stoker fired unit 
of only 100 days in 1362 or a “re- 
liability” of 92.7%. Incidentally 
this outage includes failure to ANY 
part of the complete boiler unit and 
the regular inspections. 





A-E-CO LO-HED MONORAIL ELECTRIC HOISTS 











MOTORS AND TRANSMISSIONS, A-E-CO MARINE AND YACHT AUXILIARIES 
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A-E-CO HELE-SHAW 





Public Utilities Fortnightly July 8, 19 





or “topping wile the ultimate i 


deaerating performance 


Below: Elliott 600,000-1b. per hr. Expensive, high-pressure, high-temperatu 
horizontal welded ‘steel plate de- boile er equipment installed in connection wit 
aerating heater to furnish “‘zero- 

oxygen” water for the high-pressure “topping” or “super-imposed” turbine uni 
in Sede ekaee to he must be adequately protected against corrosia 
Rivesville, W. Va., plant of The troubles. The deaerating unit must do a ¢ 
Monongahela West Penn Public ° 5 

Service Company. pendable, outstanding job. 

Utility plants have come to Elliott Com 
pany for deaerator and deaerating heat 
units to serve their high-pressure boiler 
The illustrations show two typical horizon 
steel-plate deaerating heaters recently f 
nished public utility stations. where the 
quirements are “zero-oxygen” feed wate 
heated to the saturated temperature of th 
steam supplied the heater. 

The operating principle of Elliott deaera 
ing heaters, plus careful attention in apply 
ing design factors, permits the attainmer 
of this exacting performance. Elliott heater 
are designed for any operating condition 
or capacity needed. 











A / 





* right: Elliote 1,200,000-1b. 
- horizontal welded ' steel 


performance in connection with a 
super-imposed turbine unit in the 

aterside Station of the New York 
Edison Company. 


ELLIOTT 
COMPANY 


PITTSBURGH, PA. 
Deaerator and Heater 


ept. 
JEANNETTE, PA. 


Pete Pi, 
[o ELLIOTT pDEAERATORS and 
DEAERATING Feed-water HEATERS 
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Utilities Almanack 











4 American Water Works Association, Central States Section, will hold meeting, Dear- 
born, Mich., Aug. 18-20, 1937. 





{ American Water Works Association, North Carolina Section, will convene for session, 
Wilmington, N. C., Aug. 26-28, 1937. 





7 a Association of Power Engineers will convene, St. Louis, Mo., Aug. 20-Sept. 3, 








{ National Association of Railroad and Utilities Commissioners will hold meeting, Salt 
Lake City, Utah, Aug. 31-Sept. 3, 1937. 





{ American Chemical Society will convene, Rochester, N. Y., Sept. 6-10, 1937. 





q Illinois Municipal League will hold annual convention, Aurora, Ill., Sept. 15-17, 1937. 








{ American Transit Association will hold annual session, White Sulphur Springs, W. Va., 
Sept. 19-23, 1937. 





q 70, 51" Zi Municipalities will hold meeting, Virginia Beach, Va., Sept. > 








{ American Water Works Association, Rocky Mountain Section, will convene, Santa Fe, 
N. Mex., Sept. 20-22, 1937. 








{ The Illinois Telephone Association will hold convention, Peoria, Ill., Sept. 22, 23, 1937. 





aaa Gas Association will hold annual meeting, Cleveland, Ohio, Sept. 27-Oct. 1, 
937. 





1 ge a . of Power and Mechanical Engineering will be held, Chicago, IU., 
Oct. 4— 





{ National Safety Council will hold session, Kansas City, Mo., Oct. 11-15, 1937. 

















{ American Society of Civil Engineers opens annual convention, Detroit, Mich., 1937. 
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The Steel Highway 
The Pennsylvania Railroad Main Line to the West 
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Federal Telephone Regulation 


Results of the first three years of the activity of the Communications 

Commission in dispelling “the troublesome twilight zones of regulation 

and the perplexing No Man’s land where state regulation was formerly 
impotent and where no effective Federal regulation existed.” 


By THAD H. BROWN 


VICE CHAIRMAN OF THE TELEPHONE DIVISION 
OF THE COMMISSION 


N July 11th of this year the Fed- 
O eral Communications Commis- 
sion observes its third anniver- 
sary. Created in 1934 by what is gen- 
erally known as the Federal Communi- 
cations Act, this board was designed to 
fill the growing need for centralized 
regulation, within constitutional limits, 
of the operations of our three great 
carriers of intelligence — telephony, 
telegraph (and cables), and radio 
broadcasting. Such regulation is simply 
the corollary to the progress and im- 
portance of these communications serv- 
ices in our everyday lives and, ad- 
mittedly, there is little serious question 
raised today as to its desirability. 
Some idea of the magnitude of the 


task, however, may be gained from a 
brief reference to the size and scope of 
the industries to be regulated. There 
is one telephone for every eight per- 
sons in the United States—18 million 
stations in all. There are 88 million 
miles of telephone wire and 2 million 
miles of telegraph wire. There are over 
30 million radio receiving sets which 
serve more than 80 million listeners. 
The telephone industry employs over 
300,000 workers, telegraph 65,000, and 
the radio industry 22,000. Total in- 
vestment in all three branches approxi- 
mates 6 billion with the vast bulk, of 
course, devoted to the telephone in- 
dustry. 

What a different picture this is from 
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the state of affairs back in 1910 when 
Congress took the first restricted step 
towards Federal regulation of com- 
munications under the general purpose 
of providing for safety of life and 
property at sea! Such early Federal 
legislation simply enacted certain ship 
wireless requirements. Later both wire 
and wireless “carriers” were placed 
under the limited jurisdiction of the 
Interstate Commerce Commission. 

The more difficult problem of the 
communications industries during this 
early period, however, was that of or- 
ganization rather than regulation. The 
“growing pains” of the telephone in- 
dustry commenced soon after Alexan- 
der Graham Bell was awarded his basic 
patents on the telephone in 1876 and 
1877. The early commercial rivalry be- 
tween the National Bell Telephone 
Company (later reorganized as the 
American Bell Telephone Company) 
and the Western Union Telegraph 
Company gave way to the rise of the 
independents or non-Bell companies 
which increased from 12,000 corpora- 
tions in 1908 to 20,000 in 1913. 


HEN followed the period of na- 

tion-wide amalgamation under the 
auspices of the American Telephone 
and Telegraph Company which threat- 
ened to run afoul of our antitrust laws 
and was finally halted by an informal 
agreement between A. T. & T. Vice 
President Kingsbury and the Justice 
Department, popularly known as the 
“Kingsbury Commitment” by which 
Western Union was divorced from the 
Bell organization and the latter re- 
frained from promiscuous acquisition 
of competitive independents. This was 
later (1921) supplemented by a con- 
gressional amendment to the Trans- 
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portation Act, known as the Graham 
Act, which authorized the ICC to ap- 
prove, after hearing, the consolidation 
of telephone companies where it could 
be shown to be in the public interest. 
Congress recognized that such con- 
solidations were sometimes necessary 
to eliminate public inconvenience re- 
sulting from duplication of service and 
unwise competition. 

This was about the gist of Federal 
legislation affecting telephones prior to 
the enactment of the Communications 
Act in 1934, The younger radio broad- 
casting industry received some atten- 
tion back in 1912 when the Secretary 
of Commerce and Labor was given 
authority to grant radio licenses. As a 
result of the mushroom expansion of 
program broadcasting and reception in 
the post-war period, Congress set up 
the Federal Radio Commission in 1927 
which was, in turn, absorbed by the 
Federal Communications Commission 
under the 1934 law. 


ane after its creation the new Fed- 
eral Communications Commission, 
through its General Order No. 1, 
divided itself into three divisions: 
Broadcasting, telephone, and telegraph, 


with original jurisdiction of the re- 


spective carriers indicated by the names 
but with plenary jurisdiction re- 
served to the commission en banc. The 
general purpose of the Communica- 
tions Act is doubtless familiar to read- 
ers of the FortTNIGHTLY. Suffice it here 
to say that the act is both mandatory 
and directory, and it must be kept in 
mind that Congress was pioneering in a 
new field of regulation, recognized it 
as such, and intended the commission 
to advise it from time to time on the 
need for any legislative change. 
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FEDERAL TELEPHONE REGULATION 


The principal reason for the Com- 
munications Act was to provide a regu- 
latory set-up for that important field 
of communication activity beyond the 
regulatory powers of the state com- 
missions—in short, interstate com- 
merce. And a consideration of this ob- 
jective leads directly to the jurisdic- 
tional limitations set up in § 2(b) of 
the act. It is here expressly stated that 
the act shall not be construed by the 
Federal Communications Commission 
to apply to intrastate communication 
service. Increasing its jurisdiction by 
implication, such as was done by the 
Interstate Commerce Commission with 
respect to local railroad service in 
the Shreveport Cases, is specifically 
guarded against. Furthermore, this sec- 
tion exempts from general application 
of the act any carrier engaged in inter- 
state commerce solely through physical 
connection with facilities of other car- 
riers with which it is not, in some 
manner, affiliated. 


” the practical application of this 
jurisdictional section, however, the 
commission has had some interesting 
cases. There was, for example, the case 
of the Rochester Telephone Company 
of Rochester, N. Y., which the com- 
mission, after hearing and evidence as 
to stock ownership and other matters, 
decided was under the control of the 
New York Telephone Company—a 


Bell subsidiary—and, therefore, sub- 
ject to the general application of the 
act. This finding has been challenged by 
the company and the issue is now pend- 
ing in the Federal district court for 
western New York. 

Likewise, under § 212, which for- 
bids interlocking directorates among 
communications companies without 
commission consent, the commission 
has had to reach some very well-de- 
liberated decisions in denying some ap- 
plications and granting others. It has 
adopted the policy of placing the bur- 
den on any applicant carrier for per- 
mission to have interlocking directo- 
rate positions to show that the same 
would not adversely affect public in- 
terest. 

It is interesting to note how much 
care Congress took in drafting the 
Communications Act to guard against 
Federal encroachment upon the regula- 
tory authority of the state commissions. 
In addition to the anti-Shreveport 
clause in the jurisdictional section al- 
ready noted, we find a similar objective 
in § 3 which defines “interstate com- 
merce” and “interstate communica- 
tions” ; in the definition of “telephone 
exchange service”’ in the same section ; 
in § 221(b) which prevents any exer- 
cise of Federal commission jurisdic- 
tion over telephone exchange service; 
in Title II with respect to the general 
authority of the commission over 


e 


“THE principal reason for the Communications Act was to 
provide a regulatory set-up for that important field of com- 
munication activity beyond the regulatory powers of the 
state commissions—in short, interstate commerce .... It is 
.... expressly stated that the act shall not be construed by 
the Federal Communications Commission to apply to intra- 
state communication service.” 
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charges and service; in § 213 with re- 
spect to valuation, and, finally, in § 214 
with respect to the issuance of certifi- 
cates for construction. 


H™ again (referring to the last- 
named section) actual experience 
provided the commission with a puz- 
zling concrete problem. In December, 
1936, the American Telephone and 
Telegraph Company applied for au- 
thority to construct two additional 
wires on a pole line between Dallas and 
San Antonio and Dallas and Houston 
—all points, of course, within the state 
of Texas. The pole line was already 
owned by the applicant’s subsidiary— 
the Southwestern Bell Telephone Com- 
pany, and the application stated that at 
the time the Southwestern Company 
constructed the facilities for the 
American Telephone and Telegraph 
Company, it would supplant its own 
long-distance toll facilities by con- 
structing additional toll lines between 
the same points. The commission was 
unable to determine from the facts 
whether the construction of the South- 
western Company was such as would 
require a certificate from the commis- 
sion under § 214. When the South- 
western Company declined to seek Fed- 
eral authority, the commission issued 
an order of inquiry requiring that com- 
pany to disclose the facts with respect 
to the construction. This matter is still 
pending and the state commissions are 
invited to submit their views on the 
subject. 

The Federal commission is also en- 
deavoring to keep the state commis- 
sions advised as to the investment be- 
ing made in new communications facil- 
ities within their respective jurisdic- 
tions. An instance of this can be found 
JULY 8, 1937 


in the recent joint application of the 
American Telephone and Telegraph 
Company and the Ohio Bell Telephone 
Company to construct a cable between 
Circleville and Chillicothe, Ohio. 
Copies of this application and of the 
commission’s authorization were sent 
to the governor of Ohio and the Ohio 
Public Utilities Commission. 


| id this connection, it may be said to 
be the intent of the Federal commis- 
sion to use its general powers to require 
the filing of records, reports, assets, 
and other data in such a way as to as- 
sist and codperate with the work of 
the state commissions and to encourage 
the effectiveness and uniformity of 
regulation generally. 

This point brings to mind what is 
perhaps the most noteworthy matter 
experienced by the commission in its 
brief history. 

Acting pursuant to § 220, the Fed- 
eral commission prescribed a uniform 
system of accounts for the major tele- 
phone companies. As most Fort- 
NIGHTLY readers are doubtless aware, 
this uniform classification contained 
some rather progressive conceptions of 
accounting, particularly with respect to 
the requirement that the accounting 
carriers record on their books the 
original cost of property acquired from 
another carrier. A test suit was brought 
in the Federal courts by associates of 
the Bell system which resulted in a 
Supreme Court opinion sustaining the 
action taken by the commission. It is 
probable that this court victory opened 
the way for other Federal regulatory 
agencies, notably the Federal Power 
Commission and the Securities and 
Exchange Commission to proceed with 
the prescribing of uniform classifica- 
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No Interference with State Commissions 


“... the (Federal Communications) act asserts Federal authority only 
to the extent which ts necessary to make this primary state control effec- 
tive by closing up the gap in public relations. The act seeks to dispel once 
and for all the troublesome twilight zones of regulation and the per- 
plexing ‘no man’s land’ where state regulation was formerly impotent 
and where no effective Federal regulation existed. The act specifically 
prohibits any encroachment by the Federal Communications Commis- 
sion upon the proper sphere of the state.” 





tions of accounts along similar lines for 
companies subject to their jurisdiction. 
The same has proven to be true for the 
state commissions, which through their 
National Association of Railroad and 
Utilities Commissioners had already 
been experimenting with a revised 
system of uniform classification of ac- 
counts much the same as that adopted 
by the Communications Commission. 
More progress in this direction may 
eventually bring complete uniformity 
in utility accounting both for state and 
Federal purposes within sight of ac- 
complishment. (The commission now 
has under consideration a uniform 
classification of accounts for the 
smaller telephone companies. ) 


r is noteworthy that even in prescrib- 
ing its uniform classification of ac- 
counts, the commission, following the 
spirit obviously intended by the con- 
gressional act, made a definite provi- 
sion that nothing contained in the pre- 
scribed system should be construed as 


prohibiting or excusing any carrier 
from subdividing its accounts in a 
manner ordered by any state commis- 
sion having legal jurisdiction to make 
such an order. The state commissions 
are also given the opportunity by the 
Communications Commission of co- 
Operating in the formulation and pro- 
mulgation of rules and regulations 
governing the construction, filing, and 
posting of schedules and tariffs. 

Among the advantages expected to 
result from the commission’s new sys- 
tem of accounts are: 


1. The production of more informa- 
tive balance sheets; 


2. More continuity and uniformity 
in original cost accounting of various 
items, particularly in plant accounts ; 


3. More accurate and accessible 
data on original cost, depreciation, and 
amortization of properties transferred 
subsequent to original operation. 


In brief, Congress recognized the 
importance of complete and accurate 
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original cost data for all regulatory 
purposes in framing the Communica- 
tions Act, and the commission in draft- 
ing its account system has tried to de- 
velop this objective comprehensively, 
with resulting benefits not only in the 
effectiveness of its own regulatory 
functions, but those of the state com- 
missions. The regulated telephone 
companies as well—particularly inde- 
pendents—stand to benefit through the 
use of such improved accounting 
methods. 


| eamtgeramgeid telephone companies 
will also be interested in the com- 
mission construction of §221(a) in 
what has become informally known as 
the Crown Point Case. In this case the 
Crown Point (Ind.) Telephone Com- 
pany, an independent unit, and the 
Northwestern Indiana Telephone 
Company, a Bell subsidiary, filed a 
joint petition for a certificate authoriz- 
ing a proposed acquisition of the 
Crown Point properties and its con- 
solidation with the Northwestern In- 
diana Company. The commission, 
after hearing, declined to issue the 
certificate and thereupon announced its 
policy of scrutinizing closely all appli- 
cations for mergers because it believes 
it to be in the interest of the indepen- 
dent telephone companies to carefully 
consider any consolidation which may 
result in a further extension of a mo- 
nopoly in the telephone field. 

Section 410 of the Communications 
Act is a declaration of policy. By this 
section Congress has authorized the 
commission to refer at its discretion 
any matter arising in the administra- 
tion of the act to a joint board to be 
composed of a member or of an equal 
number of members, as determined by 
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the commission from each of the states 
in which the wire or radio communica- 
tion affected by, or involved in, the pro- 
ceeding takes place. Such a board is 
vested with the same power and is sub- 
ject to the same duties and responsibili- 
ties as a member of the commission 
when designated by the commission as 
authorized by the statute. The action 
of the joint board shall have the same 
force and effect as if the proceedings 
were conducted by a member of the 
commission. 


oe commission is also authorized 
to confer with any state commis- 
sion having regulatory jurisdiction 
with respect to wire carriers regarding 
the relationship between the rate struc- 
ture as to the jurisdiction of the state 
commission and the Federal Commu- 
nications Commission. Also, the com- 
mission is empowered to issue rules 
and regulations under which it shall 
hold joint hearings with any state 
commission with respect to any matter 
subject to the act, and the commission 
is also authorized and directed to avail 
itself of such codperation, service, and 
facilities as are afforded by any state 
commission. Such provisions are not 
to be found in the Interstate Commerce 
Act with respect to railroads. It is 
through this joint codperation between 
the Federal Communications Com- 
mission and the state regulatory com- 
missions that services of the Federal 
government may be made available to 
and benefit greatly the independent 
telephone companies of all of the 
states. 

The importance of all communica- 
tions services during times of an emer- 
gency and their close relation to the na- 
tional defense in time of war are 
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recognized in §606 which gives the 
President war powers to give prefer- 
ence to communications, to suspend 
radio regulation, and to ascertain the 
just compensation for use and control 
of communications during such an 
emergency. The Communications 
Commission under this section stands 
ready to do its part to mobilize the wire 
and wireless communications facilities 
of the United States in the event of 
war. Preparedness in this respect is of 
supreme importance. 


’ was in June, 1928, that the first 
short-wave channel was placed in 
service between New York and Lon- 
don. In 1930, New York was linked 
with Buenos Aires; in 1931 with Rio 
de Janeiro; in 1932 with Lima, Peru, 
and in 1935 with Paraguay. Trans- 
pacific service was established in 1931 
between San Francisco and Honolulu, 
two years later it was extended to 
Manila, and in 1933 to Tokyo. In ad- 
dition to these world-wide connections 
over both of our bordering oceans, 
negotiations are now pending for a 
direct circuit to Australia. There is 
available to the United States public 
telephone service to nearly seventy 
countries and territories scattered all 
over the globe. 

A still more recent developmert is 


point-to-point radio telephony now 


under experimentation by the Ameri- 


e 


can Telephone and Telegraph Com- 
pany at Lawrenceville, N. J., under 
special license from the Federal com- 
mission. 

Radio telephony is also available to 
the American public between points in 
the United States and ships at sea in 
both the Atlantic and Pacific. A special 
ship-to-shore and shore-to-ship radio 
telephone service on the Great Lakes is 
operated at Lorain, Ohio, by the Lorain 
County Radio Corporation. 

Rates for radio telephone service are 
also of wide interest. A 3-minute call 
from Columbus to London or Paris 
would cost $24 during the day and $18 
during nighttime hours. Acallto Hono- 
lulu would cost $21 daytime and $16.50 
nighttime and to Buenos Aires $24 
daytime and $18 nighttime. For shore- 
to-ship service from Columbus, the 
rate would be $12 for the first three 
minutes, daytime, if the ship called is 
not more than 1,500 nautical miles 
from shore, and $21 if it is beyond that 
distance. These rates have been re- 
duced several times since the service 
was first introduced, the reductions 
being effected as the use of the service 
increased. 

The Christmas toll traffic over radio 
telephone in 1936, for instance, was 88 
per cent higher than in 1935, giving 
some indication of the increased use 
which is being made of radio telephony 
today. 


accurate original cost data for all regulatory purposes in 


q “. . . Congress recognized the importance of complete and 


framing the Communications Act, and the commission in 
drafting its account system has tried to develop this objec- 
tive comprehensively, with resulting benefits not only in the 
effectiveness of its own regulatory functions, but those of 
the state commissions.” 
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HESE are just a few of the marvel- 

ous improvements in communi- 
cations service which happened to 
come into public use during the three 
years the Federal commission has been 
organized. Others, such as television, 
are confidently expected in the not too 
distant future. Needless to say, the 
Federal commission will do its part as 
far as possible in cooperating with the 
carriers, assisting by its authority the 
launching of new service features, and 
regulating them in the public interest 
after they are established. An instance 
of this can be witnessed in the care 
taken by the commission in authorizing 
the Bell system to construct its new 
coaxial cable for communication and 
television experiments between New 
York and Philadelphia to make certain 
that the public interest shall not suffer 
from unfair monopolistic exploitation. 
It is interesting also to consider the 
provisions made in the Communica- 
tions Act for the division of tolls be- 
tween carriers subject to all the provi- 
sions of the act and connecting carriers. 
Each Bell associated company makes 
its own contracts with the non-Bell 
companies for the division of tolls. The 
remuneration received by the connect- 
ing companies is generally composed 
of commissions and a portion of the 
revenue derived from messages trans- 
mitted over the joint facilities. The 
commissions paid to the connecting 
companies are generally based on the 
average revenue derived from mes- 
sages handled by the connecting com- 
panies as sent-paid and received-col- 
lect. To determine the average revenue 
per message, records are kept for each 
call over a specified period. A schedule 
of commissions is then agreed upon 
which provides in substance that where 
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the average revenue per sent-paid and 
received-collect message is over a 
designated amount and not over a 
somewhat higher designated amount, 
the commission shall be an amount 
stated in the schedule. The commission 
which the connecting carrier receives 
usually increases as the average revenue 


‘per message increases. Section 201 (a) 


of the Communications Act controls 
in this situation. 


F yew the commissions have been 
paid to the connecting carriers, 
the balance of the revenue derived from 
messages handled over the joint facili- 
ties is divided between the carriers in 
proportion to the air-line distance of 
the circuits of the respective carriers 
used in handling the messages. 

Other compensations may be paid, 
depending upon the facts in each 
particular case and upon the agree- 
ments of the parties. For instance, 
where a Bell toll center is the switch- 
ing center for calls between connecting 
companies, compensation for this 
switching service is fixed by agreement 
of the parties. 

The foregoing discussion has been 
confined mostly to the regular or rou- 
tine work, so to speak, of the telephone 
division of the Federal Communica- 
tions Commission. It must be remem- 
bered, however, that the commission, 
by order of Congress (Public Resolu- 
tion No. 8, approved March 15, 1935) 
has been engaged in the last two years 
in a comprehensive investigation of the 
American Telephone and Telegraph 
Company and other companies directly 
or indirectly engaged in telephone 
communication in interstate commerce. 
This investigation has been carried on 
mostly by a special staff, provided for 
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that purpose by Congress, and 
functioning under the supervision of 
the telephone division of the Com- 
munications Commission. 

In the course of its study into the 
corporate and financial structure of 
the telephone industry, this investiga- 
tion has brought to light in a form 
readily accessible to state commissions 
and to the industry itself, valuable in- 
formation and studies concerning the 
Bell system and its intercorporate rela- 
tions, Western Electric and indepen- 
dent manufacturers of communica- 
tions equipment. Enlightening data on 
price trends, monopoly and competi- 
tion, rates, valuation, labor relations, 
patents, activity of the industry in non- 
telephone matters, and its public rela- 
tions have all been collected and will 
be reported to the Congress at the ter- 
mination of the investigation. 


N concluding this discussion of the 
Communications Commission’s 
work, I want to emphasize that the act 
asserts Federal authority only to the 
extent which is necessary to make this 
primary state control effective by clos- 
ing up the gap in public relation. The 
act seeks to dispel once and for all the 
troublesome twilight zones of regula- 
tion and the perplexing “no man’s 
land” where state regulation was 
formerly impotent and where no effec- 
tive Federal regulation existed. The 
act specifically prohibits any encroach- 
ment by the Federal Communications 


Commission upon the proper sphere of 
the state. 

Not only is the principle of codpera- 
tion and assistance with the state com- 
missions the keynote in the Communi- 
cations Act in its. substantive provi- 
sions ; the same principle runs through 
the procedural provisions for its ad- 
ministration. 

Wherever the Federal Communica- 
tions Commission is entrusted by law 
with a matter that affects the interest - 
of the states, provision has been made 
that before the commission may exer- 
cise that power it must give notice to 
the governors and the appropriate com- 
missions of those states. The commis- 
sion has, wherever possible, carried out 
its work in the field in order to make 
possible closer contact with state regu- 
latory officials than might otherwise be 
obtained through the strict centraliza- 
tion of all functions at Washington. 

Further assurance of the interpreta- 
tion and administration of the Com- 
munications Act is harmony with the 
principle of codperation with state 
commissions, and state independent 
companies may be found in the back- 
ground and viewpoint of the individual 
members of the commission. It may 
safely be said that it is the clear intent 
of the commission not to impair the 
regulatory power of the states over 
their public utilities. The clear direc- 
tion for codperation expressed in the 
Communications Act will be faithfully 
fulfilled. 





“WE may be years getting the bugs out of all the things he (President 
Roosevelt) has initiated—just as we have been years improving the 
ICC and other long-established Federal agencies. The important thing 


is to make a start.” 


11 


—RAYMOND CLAPPER 
Newspaper columnist. 
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Depression-hued Regulation 
Of Public Utilities 


PART II. Rates for Service 


In the first part of this article the author discussed the problems 

of valuation and return arising during the depression (see Pustic 

Urtitities FortnicHtLy of June 24, 1937). Here he considers, among 

other things, the effect of the value of the service theory on charges 
to customers. 


By C. EMERY TROXEL 


HO received lower utility rates 
WW during our memorable depres- 
sion? Why? These are sever- 
al of the questions concerning us here. 
Reduction of the rate base and rate 
of return, which was discussed in the 
previous instalment, under less dis- 
turbed economic conditions would have 
ended in a general lowering of prices 
for gas, electric, or telephone service. 
But utilities suffered a severe decline 
(some more than others) in revenue 
between 1929 and 1933. Because of 
their heavy fixed costs these companies, 
as revealed by their declining earnings 
resulting from fewer sales, could not 
generally afford sizable rate reduc- 
tions. On the other hand, with their 
purchasing power slashed, residential 
and small users in particular, demanded 
lower rates. 
Though the average small customer 
bill is not large for any of these serv- 
ices, under a condition of declining 
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purchasing power the burden of this 
expense is made heavier. Perhaps, as 
sometimes charged, rates for these cus- 
tomers were not decreased before 1929 
in accord with cost-reducing techno- 
logical advances. Certainly average 
prices for electricity, gas, and tele- 
phone service did decline during de- 
pression years. Furthermore, the fa- 
vored electric power, gas, or telephone 
customers, especially industrial users 
of gas and electricity, reduced their 
purchases markedly during the depres- 
sion adding, thereby, a new factor to 
utility rate making. 

Again a dearth of rate investigations 
should be noted. Although evidence 
points to an increase in the number of 
ordered rate reductions, there has not 
been a noticeable increase of rate cases." 
This lacking may be traced to awk- 
wardness and protraction in the rate- 
fixation process, particularly the valu- 
ation barrier, and to stunted staffs and 
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stingy appropriations available for in- 
vestigations. 

Briefly, as utility regulation now 
stands, only a few companies under 
each regulatory body may expect 
thorough investigations each year. 
And, then, there is agony of facing 
other legal escapes from a commis- 
sion’s attempt to pare excessive earn- 
ings. If price changes were as slowly 
and stubbornly made by unregulated 
enterprises, our economic ills would be 
multiplied, be it depression time or 
boom time. 


| gece in the last five years 
often have sharply criticized as a 
disturbing influence during a depres- 
sion, this “stickiness” or inflexibility 
of prices of many goods. It is argued 
that slow-changing prices for goods in 
conjunction with rapidly declining con- 
sumer income reduces business activity 
and limits consumer spending—lead- 
ing, consequently, to more of the same 
back-sliding of business affairs. Popu- 
larly put, some prices move as slowly 
as heavy oil in cold weather, and thus, 
“sum-up” the machine. 

Usually, prices for utility services, 
including railroad rates which are not 
under consideration here, head the list 
of “sticky” rigid prices. In addition to 
previously noted barricades against 
rate reductions, declining revenue or 
sales reduce sharply the profits of a 
utility company because they are cus- 
tomarily industries with heavy fixed 
costs. Neither interest, depreciation, 
nor taxes on a heavy fixed investment 
are easily reduced, although it was pre- 
viously admitted that a lower return 
should be and was allowed. And the 
demand characteristics of some buyers 
are such that price reductions will fre- 


quently result, as will be described later, 
in further gross and net revenue de- 
cline. Under these conditions utility 
managers with their minds rightfully 
on company records and with attention 
for security holders’ investments have 
been hesitant in making voluntarily 
rate reductions (although a number 
did) or to allow without contest a com- 
mission or court to order rate de- 
creases. Moreover, management inter- 
ests justifiably fear that price decreases 
allowed during a depression will not 
be readily restored when the economic 
system turns to more prosperous times. 


| fw ee companies cannot alone be 
held responsible for “stickiness” 
of governmentally regulated prices. 
No one should conclude, moreover, 
that “frozen” utility prices were re- 
sponsible for a significant portion of 
our depressed conditions, because re- 
duction of only rigid utility prices 
probably would not have measurably 
improved business conditions when 
there were so many other disturbing 
factors than “sticky” utility prices. 

Several commissions have expressly 
ordered rate reductions, because the in- 
come of customers had tragically de- 
creased during the depression. Par- 
ticular consideration has been given 
residential or small customers, for de- 
pression-induced troubles doubtless are 
most bluntly observed in human rever- 
sals. Scarcely any sympathy was 
shown for industrial or large cus- 
tomers ; but more on this point later. 

In a lengthy hearing, during which 
six or more nationally known econo- 
mists testified the Wisconsin commis- 
sion ordered the Wisconsin Telephone 
Company to make a 123 per cent 
temporary reduction in most types of 
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local service.2 In addition to the con- 
clusion that the rate of return should 
be reduced, the commission offered sev- 
eral ways of measuring value of serv- 
ice admitting, meanwhile, that it was 
“a difficult problem.’”* The principles 
the measures suggested were: (1) 
ratio of customers’ utility service costs 
to total income of these consumers, and 
(2) losses or gains in revenue or cus- 
tomers. A decline in the number of 
customers during 1932 indicated “. . . 
that rates were in excess of the value of 
service...” to the former consumers, 
thus prompting the commission to con- 
clude: 


If existing conditions continue and the 
drop in the general level of prices persists 
it may be necessary to fix rates in which the 
value of the service becomes an important 
and decisive factor and that time may be 
near at hand. 


, I So the Oklahoma commission “ 


an increase in the purchasing 


power of the dollar of approximately 
39 per cent, is conclusive of the fact the 
company, under its present rate sched- 


ule, is charging an unreasonable 
amount for its services.”* That value 
of service is this commission’s prin- 
cipal measure of rate reasonableness is 
made clear by this excerpt : 


. During the time of normal business ac- 
tivity, the factor of value of service has less 
significance than at a time like the present 

. During periods of high prices generally, 
patrons of a gas utility are likely to pay high 
prices for service without protest, even 
though such rates may be exorbitant . 


= 


But during times of extreme economic 
stress, when a consumer is forced by eco- 
nomic necessity to carefully watch expendi- 
tures, the factor of value of service assumes 
its proper place. 

The result is that a blind insistence upon 
what a utility erroneously designates its 
“legal rights” defeats its own ends by even- 
tually discouraging consumption of its prod- 
uct, and the use of its service, to the point 
of sadly depleted returns. 


Frequently the term “value of serv- 
ice” seems to dissolve into legal ver- 
biage. To an economist these above 
rough-hewn “value of service” com- 
ments, assuming this legal concept to 
be at least akin to his notions about de- 
mand for goods, may be acceptable in 
altered form. When income of buyers 
declines an average of 40 per cent to 
50 per cent as it did during this depres- 
sion, obviously these purchasers may 
be less able, if not unable, to purchase 
public utility service. Consumer de- 
mand for utility services may be such, 
however, that they will frequently 
forego other purchases to receive these 
utility services. Although economists’ 
probably would agree with the spirit or 
general tenor of above decisions, they 
doubtless would be dissatisfied with the 
looseness of the thoughts and expres- 
sions given. 


MONG these commission comments 
is the conclusion that value of 
service may be less than service costs 
during a depression. This especially 
seems to be the essence of the Wiscon- 
sin Telephone decision. If value of 


“SEVERAL commissions have expressly ordered rate reduc- 
tions, because the income of customers had tragically de- 
creased during the depression. Particular consideration has 
been given residential or small customers, for depression- 
induced troubles doubtless are most bluntly observed in 
human reversals. Scarcely any sympathy was shown for 
industrial or large customers...” 
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service is measured by ability to buy, 
i.@., consumer income, this conclusion is 
acceptable. If this is so, granting that 
costs of serving a particular class of 
consumers may be determined, should 
a utility company be held to cost during 
prosperous times and, thereafter, be 
expected to sell for less than cost ? This 
under alert, careful regulation would 
be unjust! But, realizing that effective 
regulation infrequently prevails, com- 
missions know that more than an ample 
return is often obtaining during 
“happy days.” Thus, these notions 
about value of service may be aimed at 
making losses offset gains as measured 
by the “fair return” way. 

Elsewhere the establishment of a 
minimum charge was denied, because 
“... during the present depression . . . 
it might effect an increase to some who 
at present are in distress.”® The Ore- 
gon commission believed “it is un- 
fortunate that the company (Portland 
Gas & Coke Co.) should at these times 
seek to increase the payment to be 
exacted from the small residential 
user.”® In Indiana observation “. 
that the opportunity afforded people to 
economize in water is very limited. . .” 
and “. .. that many consumers of water 
in Indianapolis have but one faucet and 
are without bath or other facilities. . .” 
bound the commission to consider 
“. . . these economic conditions as af- 
fecting the ability of the public to ob- 
tain water as a necessity of life.” 


HE above cases simply deny rate 

increases in depressed times that 
might be allowed in more favorable 
periods, or rate reductions have been 
ordered because individuals lost too 
much of their purchasing power. Sev- 
eral commission orders, in Washingtorr 


and Wisconsin, reduced telephone rates 
expecting thereby to retrieve some of 
the lost customers and revenue. 

For a small Wisconsin telephone 
system it was concluded “. . . that a 
material reduction in rates might well 
stay further disconnections and also 
materially increase the number of sub- 
scribers to the point where a reasonable 
return could be earned by the com- 
pany.” * Similarly, the Washington 
Department of Public Works reached 
this conclusion : ® 


Any rate designed to earn a reasonable 
return according to 1928 or 1929 standards 
will only result in a loss of patrons. ... It 
has, therefore, tried to formulate a sched- 
ule of rates that the public can pay and 
which will yield sufficient income to prevent 
the dissolution of the company. 

It does seem true, that rural, even 
urban, residential telephone service 
may be more easily dispensed with dur- 
ing adverse times than either electricity 
or gas service in residences. 


| spmacascoren se residential or light- 
ing users of electricity, for instance, 
would not increase their consumption 
of electricity sufficiently during a de- 
pression to offset reduction of com- 
pany income resulting from price de- 
creases. Similarly, small gas customers 
would not increase consumption during 
a depression even though rates be re- 
duced. Nor is the small gas customer 
generally willing to turn to use of coal 
or oil, especially when it may be neces- 
sary to purchase equipment to utilize 
coal or oil. These conditions of de- 
mand are not the same, however, with 
the competitive house-heating gas busi- 
ness. In fact, as we shall later see, there 
has been no marked decrease through, 
the nation in small customer sales of 
gas and electricity. Economists call 
this condition relative inelasticity of 
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Low Industrial or Large Customer Rates 


C6 A Saresult of ... depression conditions, we 
find that the favorable large customer 
load factor for a short period of time 1s wholly 
or partially offset by unfavorable load character- 
istics in the depressed portion of a longer pe- 
riod of time. Certainly this favored, conven- 
tional argument justifying low industrial or 
large customer rate schedules for some utility 
services should be modified or dropped.” 





demand. Consequently, the same argu- 
ment as used by the Wisconsin com- 
mission for reducing telephone rates 
cannot be used to justify gas and elec- 
tric rate decreases unless the commis- 
sion desires (1) to force deliberately a 
reduction in the regulated company’s 
stock dividends, or (2) as previously 
observed, the reduction in the com- 
pany’s allowable revenue because of 
rate base and rate of return decreases 
is entirely passed on to the small or 
residential consumer. 


, I So be contrasted with above deci- 
sions is this one of the Massachu- 
setts commission :?° 


. .. times are not normal and we feel 
that we ought not to order a reduction in 
existing rates ... unless it appears that a 
company is earning an excessive return... 
or for some other sound reason... 

We are not satisfied that it would be just 
to the company to make the reduction sug- 
gested, in view of the falling net revenues 
. .. and the increased costs of operation. 


The midwestern drought of 1934 
was justification for ordering emer- 
gency decreases in rural electric rates in 
Wisconsin.“ In the case of another 
Wisconsin company the stockholders 
voluntarily voted a rate reduction for 
rural electric customers.” In Cali- 
fornia, however, “the depressed condi- 
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tion of agriculture” did not “... justify 
increasing further the present disparity 
between rural and urban earnings...’ 
from electric service. Also, in Wash- 
ington lowering of rural electric rates 
was denied because electricity costs are 
but a fraction of total production costs 
of an orchardist or farmer using elec- 
tricity for irrigation or spraying, and 
even though the electricity were free 
“... still the farmer . . . could not make 
both ends meet.” ** Briefly sum- 
marized, farmers were not accorded as 
much consolement by commissions as 
were urban residents. 


B uYERs of electricity for power and 
industrial users of gas cut their 
purchases during the depression more 
drastically than did small consumers. 
It was reduction of purchases by these 
classes of customers, as revealed by 
Table I, on page 18, that has been a 
principal cause of declining utility com- 
pany earnings. 

This depression should have awak- 
ened companies and commissions on 
another point about industrial or 
large customer sales. Doubtless every- 
one acquainted with utilities knows 
that one of the reasons presented for 
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lower rates to large than to small cus- 
tomers, particularly for electricity, is 
the higher load factor of the former 
customer class. This is the argument: 
that small or residential customers of 
gas and electric companies consume 
gas and electricity more irregularly 
and make a proportionately higher con- 
tribution to “peak” demand than do 
large, industrial customers. These 
small customers, therefore, are re- 
sponsible for more of the heavy fixed 
investment in gas and electric plants. 
This is all generally true, if use is 
measured for a single day, single 
month, or even one year. 


B™ as revealed in Table I, there is 
a sharp cyclical change in indus- 
trial or large customer sales of electric- 
ity and gas, a condition which is not 
common for small customer purchases. 
From 1929 to 1932, for example, 
power sales of electricity declined 23.3 
per cent, whereas residential customer 
sales increased 22.4 per cent in the same 
period. While large customer sales of 
manufactured gas declined 28.9 per 
cent between 1929 and 1932, small cus- 
tomer sales declined but 3.8 per cent. 

These facts, therefore, vitiate the 
conventional thought on the superior 
quality of the industrial load compared 
to small customers’ load. This depres- 
sion, furthermore, has made clear the 
need for measuring service use by cus- 
tomer classes not only for daily or an- 
nual period but also for the period of 
an entire business cycle. 

In brief, load characteristics of cus- 
tomer groups should be measured 
sometimes over as much as a 15-year 
period. As a result of this observation 
of depression conditions, we find that 
the favorable large customer load fac- 


tor for a short period of time is wholly 
or partially offset by unfavorable load 
characteristics in the depressed portion 
of a longer period of time. Certainly 
this favored, conventional argument 
justifying low industrial or large cus- 
tomer rate schedules for some utility 
services should be modified or dropped. 


poner one cannot determine the 

effect these facts will have on rate 
control, because commissions or courts 
have not yet considered this depression 
development. Of course, there is still 
the matter of competition, 1.e., the 
opportunity of large or industrial cus- 
tomers to buy other fuels and power or 
to install their own electric plants, to 
warrant lower rates to this customer 
group. And commissions may consider 
fixation of rate schedules within the 
“field of management,’’® or they may 
follow the Arkansas tribunal’s view 
that “power and industrial sales are 
made by the company for the purpose 
of equalizing its load.””"* 

Thus, were not a general increase in 
manufacturing costs something which 
accentuates certain depression troubles, 
the price at which utility services are 
sold to industries and large customers 
ought to be increased. Really, during 
such an economic depression as the re- 
cent one the cost of serving most in- 
dustrial customers increases more per 
kilowatt hour of electricity or per 
cubic foot of gas than for small or 
residential customers. 

Moreover, there would be no justi- 
fication for an increase in rates for 
customers who have not noticeably 
pared their purchases of utility services 
because declining profits result from 
less purchasing by other consumer 
groups. Also, this declining profit con- 
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dition should not forestall rate de- 
creases to customer classes which have 
not substantially reduced their con- 
sumption of service. 


. 7 ‘HIs generalization is supported in 
the following opinion of the Mas- 
sachusetts commission :?” 


. . . where the noncompetitive rates, in 
times of business depression, continue to ren- 
der the same revenue... and... continue 
to return the same or a better return upon 
that portion of the capital devoted to that 
class of customers, we see no reason why 
we should hesitate to grant relief to that 
class of customers, merely because the com- 
pany has suffered and is suffering a severe 
shrinkage in revenue from the competitive 
rates.... 


Similarly, the Kansas commission, 
as shown by the following comments, 
denied an increase of domestic custo- 
mer gas rates to offset declining indus- 
trial business :™* 


If loss of earnings is due to temporary ab- 
normal industrial conditions it certainly 
would not be proper to permit the company 
to require the domestic business to carry 
the loss of earnings from the industrial 
business during the present abnormal period 
which cannot continue indefinitely. . . . If 
there is a loss of earnings in this class of 
business those rates should be increased to 
permit that class of business to carry itself. 


Furthermore, it should be observed 
that were there a lowering of the price 
of electricity or gas sold to manufac- 
turers or industries, there probably 
would be no increase of gas or elec- 
tricity sales. 


fection the portion of a manu- 
facturer’s total cost represented 
by gas or electricity purchases is not 
large, even a lowering of industrial 
rate schedules as much as 50 per cent 
may not increase the kilowatt hours or 
cubic feet sold more than a modest 
amount. In fact, the amount of utility 
service used by industrial customers de- 
pends usually on the sales of manu fac- 
tured goods rather than on the cost of 
the public utility service. Therefore, 
when demand for gas or electricity is 
derived from demand for the product 
being manufactured, the utility man- 
ager must “stand-by” for improve- 
ments in business conditions before 
sales to these customers will be in- 
creased. 

Possibly this thought may be better 
illustrated by assumed figures. Let us 


e 


TABLE I 


Index Numbers of Physical Units of Sales to Different Classes of 
Public Utility Customers, 1929-35. 
(1929=100) 


MANUFACTURED GAS NaturaL Gas* 
Indust. 
& Com’l 


Sales 


ELECTRICITY 


Indust. & Domestic 
Salest Com’! Sales Sales 
100.0 100.0 100.0 
101.9 96. 104.2 
100.4 i 102.2 
96.2 96.3 
89.4 é 90.3 
90.0 a 91.2 
90.6 92: 98.2 


Commercial Domestic 


L. & P. Sales 


Domestic 


*Recent construction of many long-distance natural gas pipe lines accounts for 
the increase in natural gas sales. Also, substitution of natural gas for manufactured 
gas partially explains the but slight recent increase of manufactured gas sales. 
fIncludes house-heating sales. 
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suppose that the electric system is sell- 
ing only to industrial customers. Be- 
fore the depression the annual gross 
revenue is $1,000,000 and the net 
revenue $200,000 and in the depths of 
depression the gross revenue is $500,- 
000 and the net $75,000. Now let us 
broadly suppose that the average cost 
of electricity of all industries served is 
only 10 per cent of total cost of manu- 
facturing the products of these indus- 
tries. If electric rates are cut 50 per 
cent only a 5 per cent change will be 
made in the industrialist’s costs. And 
an average 5 per cent change in price 
of industrialist’s goods will not mark- 
edly increase sales. In fact, an im- 
poverished industry may not change 
prices when costs are reduced 5 per 
cent; this saving may be treated as a 
windfall. If no increased consumption 
of electricity forthcomes, gross be- 
comes $250,000 and there will prob- 
ably be a net deficit from electricity 
sales. Thus, only further losses of net 
revenue may ensue to a utility company 
which reduces its industrial rate sched- 
ules. 


Aw of a number of depres- 
sion-time utility cases revealed in 
a previous FoRTNIGHTLY article a re- 
duction in the gross revenue allowed 
the regulated which was chiefly ef- 


fected by reducing the rate of return. 
Here our perusal of decisions has 
shown the gentle treatment and sym- 
pathy given the mass of small depres- 
sion-stricken consumers of utility serv- 
ices. Usually these buyers were be- 
lieved deserving of the bulk of reduc- 
tions in allowable returns. In fact, it 
would usually be foolhardy to decrease 
industrial electric rate schedules be- 
cause only a further revenue decline 
would result. 

Several commissions by none too 
convincing reasoning have argued that 
the preéminent measure of rates during 
a depression is value of service rather 
than cost. Think carefully! Does this 
mean that revenue from rates shall 
never exceed costs even during pros- 
perity and that in doleful times costs 
may not be covered? Or do commis- 
sions generally feel that they cannot— 
usually they do not—effectively control 
revenue and costs of utility companies 
of a business cycle? 

Moreover, few commissions have 
realized, at least there is no stated reali- 
zation, that this depression has re- 
revealed a poor load factor for indus- 
trial customers as measured by a num- 
ber of years of utility sales. The favor- 
able load factor argument for lower 
industrial and power customer rates 
must be modified. 


e 
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Reductio Ad Absurdum for Holding 
Company Deals 


(4 HE British Commonwealth of 500,000,000 is not the only empire 

now being cheaply regarded. Apparently one can pick up a $3, 
000,000,000 railroad empire for a song. As the reports continue to come 
out about the Van Sweringen railroad empire, the bargain features be- 
come more and more astounding. 

“Originally this three-billion-dollar empire was supposed to be con- 
trolled by a holding company worth approximately $20,000,000. Then 
it seemed that this $20,000,000 holding company was purchased at auc- 
tion for something like $3,000,000. Now it turns out that the actual 
cash investment was a couple of hundred thousand dollars. We seem 
to be rapidly approaching the coupon stage. Perhaps a railroad empire 
may be acquired by tearing off the top of half a dozen cartons and 
sending them in to your local radio station. 

“As a matter of fact, what is the whole truth about railroad em- 
pires and utility empires built up on a shoestring? That the pyramiding 
of holding companies has often been carried to unconscionable lengths 
is a fact. A comparatively small amount of money on top has exercised 
control over a great deal of property—and sometimes cash—at the 
bottom by a system of multiplying levers. It is like the pictures in the 
old textbooks on physics, where one little man moves great masses. 

“And yet it does seem sometimes as if the spread between the top 
and bottom of the holding company pyramid is exaggerated. Is it really 
true that $3,000,000,000 empires can be picked up for a few hundred 
thousand dollars? In that case there ought to be tens of thousands of 
people bidding against one another for economic empires. The competi- 
tion would send prices soaring.” 

— EDITORIAL 
The New York Times. 
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Gas Keeps Marching On 


Outstanding growth of its use in the industrial field 
in the face of vigorous competition with competi- 
tive services 


By EUGENE D. MILENER 


great many business men to re- 

gard the automobile industry as 
America’s Industry Number One and 
to hinge many of our hopes or fears as 
to the future course of business on the 
trends of activity in that industry. If 
one attempts to judge the gas business 
by this standard, the picture is a very 
bright one. In Detroit’s automobile 
industry, for the ten years prior to 
introducing natural gas, the use of 
manufactured gas increased 105 per 
cent, whereas the use of all industrial 
fuels is said to have increased but 
5 per cent. 

This is a spectacular example of how 
the use of industrial gas is growing in 
a particular industry, but it is none the 
less an important one because there are 
few people indeed who will not con- 
cede that the manufacturing methods 
of the motor car industry are among 


[ has become the fashion among a 


the most up to date of any in the coun- © 


try. The example is by no means exclu- 
sive. 
The increase in the sale of gas for all 


industrial and commercial purposes 
during the last few years has been 
steady and it has extended to every 
part of the country. This increase has 
taken place during the period that fol- 
lowed the depression, when all industry 
was conscious of the need for modern- 
izing but was at the same time deter- 
mined that the cost of such items as 
industrial heat for processing should 
be kept down to the minimum. 

Industrial and commercial sales of 
manufactured gas for 1936 were 12.1 
per cent above the previous peak in 
1929. A similar comparison of natu- 
ral gas sales during the same period 
shows the astonishing increase of 39.2 
per cent. These figures compare with 
a 13.9 per cent increase for industrial 
and commercial electricity sales for the 
same period. 


ae in sales of both manufac- 
tured and natural gas for industrial 
and commercial purposes are now run- 
ning at about the same rate. Manu- 
factured gas sales for 1936 were ap- 
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proximately 116,000,000,000 cubic 
feet, an increase of 20.6 per cent over 
1935. Natural gas sales for 1936 were 
approximately 900,000,000,000 cubic 
feet, an increase of 22.7 per cent over 
1935. Both of these increases were 
greater than the estimated increase of 
18.1 per cent in industrial and commer- 
cial electricity sales for the same 
period. 

There are definite reasons why these 
figures for industrial and commercial 
gas show upward trends that compare 
most favorably with other generally 
accepted indices of business progress. 
First, the connected load was retained 
substantially intact during the depres- 
sion. This was accomplished largely 
because the industrial gas departments 
of gas companies made careful surveys 
and inspections of all the equipment 
connected to their lines, and worked 
closely with their customers. Alter- 
ations were made to equipment, and 
many entire heating processes were 
changed to effect economies, reduce the 
time of heating, and improve the qual- 
ity of products. 

There was much antiquated equip- 
ment burning gas. Gas had been taken 
too much for granted and had been ap- 
plied in too many instances to furnaces 
and ovens that did not take full advan- 
tage of proven heat conservation 
methods and effective temperature and 
atmosphere controls. These were 
called to the attention of plant oper- 
ators and definite recommendations for 
improvement were made. In innu- 
merable cases alterations and improve- 
ments were made that not only fortified 
the use of gas for these particular ap- 
plications but laid the foundation for 
a more liberal use of gas as business 
increased. 
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HE next reason why industrial 

gas usage is steadily growing is 
that before, during, and since the bot- 
tom of the depression the executive 
board of the American Gas Association 
has persistently adhered to a program 
of industrial research and develop- 
ment. Under the leadership and stimu- 
lus of the Committee on Industrial Gas 
Research, fundamental research in 
important fields has been carried on. 
Largely on the results of this funda- 
mental research has been builded, first, 
an improved technique of applying gas 
heat and then an assortment of ad- 


‘vanced pieces of equipment that has 


been all but revolutionary. This re- 
search started with the gas flame being 
literally torn apart to find the sources 
and extent of its power and how these 
could best be applied and controlled in 
industrial heating processes. The pro- 
gram has been extended until it has 
made possible the commercial pro- 
duction of several extremely important 
new commercial and industrial heating 
processes and new apparatus for their 
interpretation. Where necessary, as 
part of this research program which is 
sponsored by the entire gas industry, 
manufacturers of equipment are as- 
sisted in the development of new appa- 
ratus and in making field tests. 
American Gas Association research 
is conducted on the theory that gas 
must not only be made to fit the most 
exacting needs of modern day factory 
heating requirements, but also that the 
gas industry should make some con- 
tributions to improving the basic heat- 
ing processes of its customers. Thus 
A. G. A. research has contributed ma- 
terially toward building up what are 
present-day standards in forging, short 
cycle malleableizing, core baking, soft 
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GAS KEEPS MARCHING ON 





Gas Business Highly Competitive 


74 M3** persons think of the gas industry 

as a protected monopoly which does not 
have to look for business; but the fact ts that 
the industry has expanded in a highly competi- 
tive field, as competitive in fact as that occupied 
by the automobile industry. Its service has to be 
sold on merit. The gas men realize that they have 
no monopoly of industrial heating service, but 
the business is growing rapidly in spite of that.” 





metal melting, bright and clean anneal- 
ing and the whole art of prepared and 
controlled atmospheres, and many 
others. Also this research has pro- 
foundly affected the design and oper- 
ating results of modern glost kilns in 
the ceramic industry, and is beginning 
to have the same effect on decorating 
kiln design and operation. The same is 
true in the enameling industry. 


(* heat has proved to be a leader 
in winter air conditioning, and 
thousands of horsepower that are 
generated by gas engines are being used 
for summer air conditioning by the 
conventional refrigeration machine 
method in commercial establishments 
and for industrial processes. But the 
gas industry, through the A. G. A. re- 
search, has gone beyond others and per- 
fected and commercialized a method of 
summer air conditioning that experts 
declare produces a more comfortable 
and healthy sensation. But this proc- 
ess, which is based on direct dehumidi- 
fying, has also been found to have no 
peer for certain important industrial 
summer air conditioning processes. 
Particularly among these are the proc- 
esses that are based on low tempera- 
ture drying, such as printing and the 


manu facture of all kinds of salts. Ac- 
ceptance in industrial circles is growing 
rapidly. 

It is not only in research that all 
branches of the gas industry work as a 
unit through the American Gas Asso- 
ciation in developing and promoting 
the use of industrial and commercial 
gas. The association conducts, on be- 
half of the utilities, a codperative trade 
paper advertising campaign. The prep- 
aration of technical hand books on 
vital subjects serves to standardize 
practices. Suitable publicity, properly 
directed, helps to get the story to the 
right people in industry. That story is 
now being even more forcefully told, 
and it is yearly becoming a bigger 


story. 


| Sep seneate se industries have 
always had more or less clearly 
in mind the type of heating medium 
they wanted and needed for their ever 
improving manufacturing processes. 
There have always been several forms 
in which industrial heat is available and 
there always will be. But as industrial 
engineering has progressed and pro- 
duction standards have become yearly 
more stringent, the requirements that 
the several heating media had to meet 
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became better understood by both users 
and vendors. This new understanding 
was both economic and technical. The 
effect of using any given form of heat 
on the ultimate cost of a product, re- 
gardless of the degree of technical re- 
finement of applying that heat, was 
found to be an important factor in 
indicating to what extent and under 
what circumstances that form of heat 
should be used. Vast progress has been 
made in the last ten years in rational- 
izing the uses of fuels simply on that 
score. 

A most noticeable change has taken 
place in industrial gas equipment. High 
temperature gas furnaces, for instance, 
have changed from mere well con- 
structed piles of brick to marvelous 
automatic heating machines fully capa- 
ble of meeting today’s high speed pro- 
duction demands. In fact the develop- 
ment of suitable furnaces, regardless 
of. the temperature at which they are 
called upon to work, must often ante- 
cede mass production. That distinctly 
American phenomenon does not con- 
sist only of wheels turning and con- 
veyors moving. 


EAT has to be generated and trans- 
ferred to the work, no matter 

how fast the work is moving, and the 
work has to be cooled at a rate exactly 
equal to the speed with which the 
wheels turn. Gas produces more heat 
for use on the mass production lines of 
American factories than any other 
medium. Gas heat pioneered with mass 
production, it has grown with mass 
production, and is now preéminently 
the heating medium for low cost, high 
speed production. Having established 
itself in this position and with high 
speed, low cost methods destined to be 


JULY 8, 1937 


the fastest growing form of pro- 
duction, the future of industrial gas is 
indeed rosy. 

Industry has confidence in gas. The 
amount of money industry is now in- 
vesting in modern, efficient industrial 
gas equipment is proof enough. But 
that is not all. Money is also being in- 
vested in other mechanical apparatus 
necessary to carry on manufacturing 
processes that are built around gas 
heat. The roots are deep in both the 
largest and in smallest plants. 

The attitude of manufacturers to- 
ward industrial gas is interesting. 
Time was when gas was looked upon as 
a secondary fuel to be used only for 
special operations where high unit cost 
of heat could be overlooked. But gas 
is now first choice in many industries 
for all the regular heating operations, 
both large and small, and it has earned 
that place because rate reductions and 
more efficient applications have con- 
vinced manufacturers it pays them to 
depend upon gas. 


prtoese gas is used in many of the 
heaviest manufacturing oper- 
ations in the country. But it will sur- 
prise some to learn that manufactured 
gas is used in some of the regular oper- 
ations in such places as, for instance, 


steel mills. Steel sheets from which 
automobile bodies, gas ranges, and 
other heavy stampings are made are 
now annealed with manufactured as 
well as natural gas heat by a new proc- 
ess and in new apparatus that were 
developed within the gas industry. 
These developments burst upon the 
steel industry with a suddenness that 
shook both the engineering depart- 
ments and executive offices of every 
steel works in the country. Experts 
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GAS KEEPS MARCHING ON 


believe it will be only a short time be- 
fore nearly all the tonnage of sheets 
produced will be annealed by this 
method and the consumption of gas 
will continue to grow accordingly. 

It is generally acknowledged that the 
greatest transformation now taking 
place in heat treating of both ferrous 
and nonferrous metals is the protection 
of the work by controlled or synthetic 
gas atmospheres during the period of 
heating operations. The ramifications 
of this development are so great that 
every plant in the country that works 
in metal and many that work in other 
materials, are giving it close study. 
Many indeed are the plants that are 
using it with resultant profit, saving of 
time, and increase in quality of prod- 
ucts. 


HE gas industry not only fur- 

nishes the gas from which such 
special protective atmospheres are pro- 
duced, but it has developed what many 
believe to be the most practical means 
yet devised for furnace heating under 
these conditions—the gas hot tube or 
radiant tube. Here is the perfect ex- 
ample of how research produced an 
important new process and then pro- 
duced equipment for interpreting it. It 
was over ten years ago that the gas 
industry tackled this general problem 
in earnest. Its successful application 
now to nearly every kind of heat treat- 
ing is due to one factor, it produces 
superior results. But also it materially 
contributes to lower overall costs. 
Brass, copper, and steel that you now 
see forming the vital parts of everyday 
articles of commerce have been heat 
treated in this outstanding new way. 
Whether it is added strength for me- 
chanical parts that is needed, or a clean 


surface or a bright one, it is to gas that 
manufacturers are turning for quick, 
positive, inexpensive results. 

Technical improvements in utilizing 
industrial gas do not tell the whole 
story of progress. More intelligent 


sales-engineering backed up by intelli- 
gent advertising has caused the merits 
of gas to be more favorably known. 
Trade papers in many industries are 
devoting more editorial space to indus- 
trial gas and industrial gas apparatus. 
They are live subjects. 


8 Bex story of industrial and com- 
mercial gas is being told at many 
of the leading industrial shows and ex- 
positions. At the National Metal Ex- 
position, the National Hotel Exposi- 
tion, and at the National Power & 
Mechanical Engineering Exposition 
the largest single booths for several 
years past have been the gas booths. 
The gas booth at the recent National 
Metal Exposition required sixty-five 
men in attendance to wait on the thou- 
sands of people who visited it. 

Many persons think of the gas in- 
dustry as a protected monopoly which 
does not have to look for business ; but 
the fact is that the industry has ex- 
panded in a highly competitive field, as 
competitive in fact as that occupied by 
the automobile industry. Its service 
has to be sold on merit. The gas men 
realize that they have no monopoly of 
industrial heating service, but the busi- 
ness is growing rapidly in spite of that. 
They are keeping on their toes. 

The trend toward the use of gas in 
the industrial field in the face of compe- 
tition with other fuels and services 
indicates the continued health and 
vigor of the gas industry and the at- 
tractiveness of its service. 
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Development of Electric Power 
In the Middle Southwest 


What the utilities have done and are doing 
there to meet social and economic needs. 


By OLAF D. BAKER 


HE country has been evolution- 
ized and what an _ evolution. 


Power development is one of the 


great factors which aided largely in 


this evolution. Remote places were 
made to hum with industries and bar- 
ren lands became rich oil fields and 
great lead and zinc mining districts. 

But the question of private and pub- 
lic ownership of this most vital and 
universally useful social service of a 
material kind has risen to a point of 
agitation. Before reaching conclusions 
let us inform ourselves how these vast 
enterprises came into existence, what 
kind of men invested their money in 
this great development and for what 
purpose. 

The middle Southwest and on to the 
Rockies, with which the writer is most 
familiar, was not in early days favor- 
able for industrial conquest. But the 
pioneers of those days saw a new coun- 
try with great opportunities. That they 
were men of courage with individual 
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initiative and a willingness to risk life 
and money in the achievement of a task 
that they believed would meet the needs 
of the people is evidenced by the way 
they overcame staggering difficulties 
and built an industry which is a human 
benefaction. 

Electricity, which is a benefit to 
everybody, is the cheapest social serv- 
ice known. It was reduced in cost at a 
time when the general cost of living 
went up 68 per cent. The clothes we 
wear have been made by factories 
operated by electric power, washed or 
cleaned by electric power, and ironed 
by electric power, all at prices which 
enable more people to enjoy them. The 
food we eat is preserved by electric 
service and cleaning is done by the 
same power. 

Under the stimulus of individual 
initiative in management and opera- 
tion, remarkable social and economic 
benefits are produced by electric serv- 
ice. 
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Pr is the idea of some people that the 

utilities have charged too high 
rates compared with other communi- 
ties. It is true that rates vary but the 
different companies have reduced rates 
as their company expanded to meet the 
people’s needs. Where transmission 
lines are subject to and swept away by 
frequent snowslides, where expensive 
building and operation are required 
through remote sections and high alti- 
tudes in order to reach small towns of 
less than 500 inhabitants, the necessity 
of varied rates is evident. 

The government’s interest in pro- 
tecting the people from exploitation is 
a fine thing ; the government’s codpera- 
tion with a view of encouraging indi- 
vidual initiative and effort is one of 
the needs of the public. Is the govern- 
ment meeting this need? Will it meet 
it? Is the government using technically 
trained men in utility and business de- 
velopment to determine a basis for the 
yardstick and laws? 

An effort toward a satisfactory so- 
lution of the present utility problem is 
believed by some to be the great need 
to encourage a type of management 
which will maintain the spirit which 
built the industry and at the same time 
prevent any exploitation of the public 
under a monopoly. This would require 
a thorough knowledge of the utility in- 
dustry in a business and operative way, 
based upon experience and not hope 
and theory. In this way, providing the 
utilities and the government cooperate, 
the public could be assured that no one 
person or group of people who might 
be tempted to exploit the public would 
be allowed to do so. The stockholders 
and employees would be assured that 
the public would not take everything 
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from them and the public assured that 
the stockholders could not take every- 
thing. 


We the public is made familiar 
with the facts and figures regard- 
ing private development and operation 
including costs and upkeep—their re- 
liability and standard of service unsur- 
passed anywhere in the world and at 
constantly decreasing rates—it is the 
opinion of the writer that confidence 
will be restored and individual initia- 
tive and a willingness to take financial 
and technical risks will be maintained. 

A confused and uninformed public 
jump at conclusions. Because fortune 
hasn’t smiled upon many of them they 
believe and readily accept a suggestion 
that they have been robbed. In a con- 
fused state of mind people turn against 
their best friends, ignoring the fact 
that, during the years of the unsur- 
passed electric development of 1899 to 
1929, wages increased 208 per cent, 
due largely to the introduction of elec- 
tric power. 

I do not claim that mistakes have not 
been made or that there have been no 
inefficiently operated private utilities, 
but looking over the records of their 
activities there are convincing figures 
and evidence that private plants largely 
have at a cost of individual initiative 
and private investments searched out 
and remedied the headaches and built 
a most satisfactory service which ex- 
pands ahead of growing needs and at 
a cost to the patron less in proportion 
as the needs increase. 

But since the accusation has been 
made, let us look at some of the util- 
ities’ achievements. For brevity’s sake 
we will draw our figures from the 
middle Southwest and on to the Rocky 
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mountain region which is typical of 
most of the utilities’ experiences. 


| bei the electric candle which was 
composed of two carbons held at a 
certain distance by white clay and actu- 
ated by a dynamo, the electric industry 
has gone forward by leaps and bounds. 
It is possible within the span of a man’s 
lifetime to recall every major electric 
development with its metallurgical, 
mechanical, and chemical applications. 

To develop this great industry, the 
companies were convinced that good 
business methods must be applied. This 
required men who could figure costs, 
insurance, depreciation, and ascertain 
whether a plant was making a profit. 
Trained men for utility work both in 
operation and office management were 
required. 

One of the first steps taken by utility 
heads in new construction is a survey 
to determine an estimate of the amount 
of power needed or whether a demand 
sufficient to absorb the blocks of power 
that would be developed could be in- 
duced, in the district to be served by 
the company, for an investment must 
be paying if it is to be lasting and far 
reaching. If operated at a loss, the 
project is short lived. 


HE evolutionary span of the great- 
est and most rapid industrial de- 
velopment history has known covered 


e 


a period from 1900 to 1929. In order 
to make such rapid industrial strides, 
power distributed by lines of shafting, 
belts, and pulleys run by water wheels 
and steam engines, gave way to electric 
power until at the end of the period 
the capacity of motors which used pur- 
chased energy had increased 70 times, 
having installed motor equipment in 
American industries capable of fur- 
nishing 34 times as much energy as 
was used at the beginning, making it 
possible for the manufacturer to buy 
his power instead of generating it as 
he usually did in 1900. Thirty-seven 
years ago electricity supplied around 
a half million horsepower to the indus- 
tries of America. By 1929 it stepped 
up to over 35,000,000 horsepower. 

Among the industries which elec- 
tricity has been a potent factor in de- 
veloping is the mining industry. Good 
physical service is required in the min- 
ing territories as the lives of men and 
the safety of property depend almost 
entirely upon uninterrupted service. 
Deep down in mine shafts pumps must 
operate in order to keep the passage- 
ways from being flooded by the rush- 
ing underground waters. Should the 
pumps stop men would be drowned 
with no chance of escape. 

Continuous operation is demanded 
by flotation mills in order to recover 
valuable minerals. Separation and con- 


Because fortune hasn’t smiled upon many of them they 


“A CONFUSED and uninformed public jump at conclusions. 
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believe and readily accept a suggestion that they have been 


robbed. In a confused state of mind people turn against 
their best friends, ignoring the fact that, during the years of 
the unsurpassed electric development of 1899 to 1929, wages 
increased 208 per cent, due largely to the introduction of 
electric power.” 
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centration of ores depend upon a con- 
tinuous operation. A loss occurs if the 
electric power should be interrupted. 


HEN electric power stops, the 

radio stops, electric refrigeration 
ceases, and the work and pleasures of 
homes are thrown into a furore. There 
is also a great industrial disturbance. 
Among factories great and small and 
all along the line of all kinds of indus- 
tries there is a demand for good phys- 
ical service which must be met by the 
very best kind of performance. 

This great need for power service 
has been met by the development of 
separate power enterprises. This in 
itself is a protection to customers and 
to stockholders as fair competition re- 
quires strict cost accounting and a high 
standard of service at a fair rate based 
upon costs with an allowance for some 
return on the investment. 

That the cost of development and 
operation is much greater in some lo- 
calities is evidenced by the staggering 
difficulties met with in providing power 
for the districts in the Rocky mountain 
area. Where the transmission line 
crosses the Continental Divide three 
times, the passes are made at an alti- 
tude of 11,495 feet, 11,829 feet, and 
13,132 feet where ninety-mile-an-hour 
winds torment the work of man and 
where a winter snow will cover a trans- 
mission tower 50 feet tall. Skiis are 
used by patrolmen to inspect the lines 
daily. For months on end they are iso- 
lated from all civilization, except for 
the radio and telephone. On this roof 
of the continent, the conductors are 
made of plow steel as copper lines break 
down almost as fast as they are put up. 
Offshoots from the main transmission 
line cross and recross the Continental 


Divide so frequently that it has been 
necessary to develop a special technique 
to combat conditions and maintain 
service. 


U NDERGROUND wood pole structures 
rather than steel towers have 
been found in special cases suitable to 
some localities due to climatic and 
topographical conditions. To build 
successful transmission lines and avoid 
the courses of destructive snowslides 
which occur frequently, requires an 
accumulation of a great deal of experi- 
ence on the part of the company and a 
great deal of endurance on the part of 
the workers to carry reliable power 
service to some of the small towns in 
remote places whose populations are 
from four to five hundred inhabitants. 

As water for irrigation has a pri- 
ority of use over that for power pur- 
poses, a serious problem is introduced 
in the operation and development of 
hydroelectric power, also one of un- 
usual public relations in the matter of 
balancing the two conflicting uses of a 
limited supply of water. 

Large unit capital expenditures for 
hydro-generation are prohibited by a 
limited market. This fact together 
with the irrigation and domestic water 
conflicts which are prevalent do not 
seem to dampen the public ardor and 
enthusiasm for “cheap” hydro-power, 
and thus there results another vexing 
problem—that of complex public rela- 
tions. 


| Seperanip but inexpensive transmis- 
sion lines which permit the exten- 
sion of service into remote parts of the 
country have been developed by com- 
pany engineers. Problems peculiar to 
water shortage have been overcome, 
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Shall Initiative Be Crushed or Encouraged? 


(<4 a there are possibilities of a greater evolutionary period 

than ever is believed by many. Greater efficiency and higher 
standards of living are demanded. Industry is on its toes to go, the 
power companies are ready for expansion with the great initial in- 
vestment made and an accumulation of experience to back them. The 
spirit of initiativeness and individual effort is at the bursting point 
to go on. Will it be crushed? Or shall this initiative spirit of in- 

dividual effort be encouraged? 





also the engineering and operation 
problems of severe lightning and snow 
conditions in the mountains have been 
solved. 

In order to standardize rate prac- 
tice and to promote business and indus- 
try, hundreds of rate changes have 
been made, and for many years a de- 
creasing operating ratio has been in 
effect. 

From here we turn to the section of 
the Ozarks where the problems and ex- 
periences are probably the more com- 
mon ones found in the development of 
the majority of utilities. 

After intensive research work was 
done, plans were formulated with the 
people’s needs in view, which, far 
reaching in designs, involved besides 
power and light development, naviga- 
tion and flood control, the latter func- 
tions being those which the government 
is supposed to have as its primary pur- 
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pose in its utility program along the 
rivers. 

The development of power and dis- 
tribution lines has opened up the Ozark 
country, with its beautiful scenery, de- 
lightful climate, mineral wealth, soil 
adaptable to every crop that is grown 
anywhere, and health-giving springs. 
The distribution lines reach far out to 
the cities, farming sections, and min- 
ing districts. 


Pp onen capital to invest in the ex- 
pensive construction program 
which required an investment of many 
millions of dollars was a great problem. 

Power development along the Oua- 
chita river included the building of 
large dams in spite of the fact that en- 
gineers of the investment bankers had 
turned down the project on account of 
not having the proper outlet for the 
power in such blocks as would be made 
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available by so developing the river. 

This section is noted for its exten- 
sion of service to rural districts. While 
farms that lay along the main trunk 
lines and adjacent communities were 
served by power and light, a program 
to extend service to rural sections was 
not undertaken until 1935. Within a 
period of four months a survey was 
made of every highway and every by- 
way in counties served by the company. 
A map was made locating every farm 
house and every rural store or shop and 
the kind of farm it was and whether it 
could use electric service, and if so, 
how much. Other members of the or- 
ganization made a careful review of 
the facts gathered by this study and 
made an estimate of the cost of making 
the various extensions indicated as pos- 
sible and listed them, showing the va- 
rious rural extensions possible in order 
of their importance and necessity. This 
was turned over to the operating de- 
partment with the aid of the Engineer- 
ing and Commercial Department. 


HE Engineering Department was 

assigned the job of designing a 
new type of construction suitable for 
rural service which would give as re- 
liable and satisfactory service as the 
lines previously built but which would 
cost about half as much to build as the 
existing lines. 

The training of several additional 
men especially for rural work and 
special plans for campaigns for new 
customers was immediately begun by 
the Commercial Department. 

The task of finding funds was as- 
signed to the Treasury Department. 

To meet the needs of this rural 
project a new type of transformer was 
worked out which cost about half of 


the type previously used. A special 
sized pole for the rural lines of smaller 
dimensions but of adequate strength to 
carry the strains required was secured. 
New conductors of greater strength 
and less weight were worked out. The 
engineers were able to report a hun- 
dred per cent success on their work and 
the development of a rural line unlike 
any line in the country and one at a 
cost less than half the usual costs. 

The completed survey showed that 
in the territory served there was a 
total of 514 distinct extensions where 
as many as four customers could be 
served per mile of line required, that to 
reach the sections covered by the sur- 
vey would require the building of 
2,400 miles of line which would reach 
a total of 10,000 rural domestic cus- 
tomers and 1,000 small stores and 
shops at a construction cost of approxi- 
mately $2,000,000. The expenditures 
for wiring and fixtures were indicated 
to be around $1,000,000. The survey 
showed that under the new low cost of 
lines they could hope to break even 
on a part of the extensions and as the 
rural folks learned to make greater use 
of electric service, that many exten- 
sions would become real net producers 
instead of a burden as at first. 


Fp of territory embraced a 
section of the country where 
farms generally were from 40 to 240 
acres and where most of the farms 
were owned by the people living on 
them who were predominatingly white. 


The incomes on these farms are 
small, the farmer of necessity is thrifty, 
and the farm buildings usually are well 
kept, and the people are educated and 
progressive. Here all the work must be 
done by the farmer and his wife. It 
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was apparent that here was a real need 
of help, a real need for rural electrifi- 
cation—here a chance to build for a 
brighter future for the country as a 
whole. 

The power company was all set to 
go but funds were not available for 
rural electrification, either from the 
company’s bank account or from gov- 
ernment sources for building lines. 
Also funds for house wiring and pur- 
chase of necessary lamps and appli- 
ances were not available except to a re- 
markably small part of the rural people 
that could be reached with the large 
program. It was readily seen that an 
expenditure of fifty to one hundred 
dollars for house wiring and appliances 
would be an unsurmountable barrier to 
many rural people even if they wanted 
the service. 


wa it looked like defeat for a 
while at least, the people’s need 
was great. It was realized that the 
rural districts would not get beyond 
the development as then existing, ex- 
cept by a very slow and natural process 
of growth, unless electric service could 
be made available to them. The power 
company, therefore, selected from the 
more than 500 projects in their survey 
a dozen in different parts of the state 
to serve as an experimental laboratory. 
From these, two were picked out where 
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the population had a density of ap- 
proximately five fair dwellings per 
mile and where the farms were small 
and the annual income very low. 

In a public meeting the people’ were 
told of the program—that of having all 
construction work for the project done, 
in so far as possible, by the prospective 
customers themselves, to be paid by the 
company at prevailing NRA wages, 
which in turn would pay for the house 
wiring and lamps required by the 
farmers. 

The year 1936 saw the completion 
of thirty or thirty-five projects and ex- 
tensions, which means in the aggregate 
about 350 or 360 miles of the new type 
line, enabling 4,000 farms and other 
rural establishments to have service. 

Since 1935, fifty rural electrifica- 
tion projects totaling about 500 miles 
have been built in the Ouachita district 
at a cost of around $350,000. Some 
6,000 farms and other establishments 
in small settlements and farming areas 
are now being served. 


HE dream of Harvey C. Couch, 
president of the Arkansas Power 
and Light Company, as expressed 
when in conference with President 
Roosevelt sometime ago, is being real- 
ized. 
“What would help America most 
toward recovery ?” the President asked. 


frigeration ceases, and the work and pleasures of homes 


q “WHEN electric power stops, the radio stops, electric re- 


are thrown into a furore. There ts also a great industrial 
disturbance. Among factories great and small and all along 
the line of all kinds of industries there is a demand for 
good physical service which must be met by the very best 


kind of performance.” 
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Mr. Couch, who was formerly a 
director of the Reconstruction Finance 
Corporation, replied, ““We’ve got to get 
back to the grass roots.” 

It was at that time that he decided to 
embark on this aggressive rural elec- 
trification program. 

One way or another, half a million 
dollars has been spent in this direction. 
It isn’t easy to show on paper how this 
particular investment can be made to 
pay, but a faith typical of pioneer faith 
that whatever will make the land a bet- 
ter place to live on, that helps to keep 
young people contented to live where 
their fathers have lived, and that re- 
lieves humanity from drudgery, will be 
successful in time. 

It is to this future that the electric 
companies are looking. 


~ UFFICIENT power to meet the needs 


of hundreds more farmers and 
other customers is provided and await- 
ing distribution lines. 

In view of the fact that industry 
follows electric power systems, the 
power companies have a reserve capac- 
ity to meet expanding demands for 
power. 

Irrigation plants, gins, flour mills, 
mines, cotton mills, factories, lumber 
industries, pottery products, pine pulp, 
@ paper mills, auto plants, cement plants, 
steel furnaces, heating projects, rural 
electrification, home needs, and many 
other smaller operations are expanding 
and demanding more service. 

In face of increasing expense, rates 
have steadily declined. Reductions to 
residential customers average 70 per 
cent. 

While our figures have been drawn 
largely from a section of the Ozarks 
along the Ouachita river, the experi- 


ences of other power companies differ 
only in figures in most part. All com- 
panies have a reserve capacity for ex- 
pansion to meet the needs of industry. 
Every department is on its toes to 
find ways to give better service at 
cheaper rates. Their investments in- 
clude a great expense providing re- 
serve capacity, research work, and the 
training of men. 

We are told of a department being 
established by a power company which 
will devote its efforts to encouraging 
farmers receiving electric service to 
raise more pigs, beef and dairy stock, 
chickens, eggs, and truck and vegetable 
crops with the idea they will have 
money coming in throughout the 
twelve months of the year. 


Bed there are possibilities of a 
greater evolutionary period than 
ever is believed by many. Greater effi- 
ciency and higher standards of living 
are demanded. Industry is on its toes to 
go, the power companies are ready for 
expansion with the great initial invest- 
ment made and an accumulation of 
experience to back them. The spirit of 
initiativeness and individual effort is 
at the bursting point to go on. Will it 
be crushed? Or shall this spirit of in- 
dividual effort be encouraged? 

These are questions of today. But 
whether voiced or not, they have a de- 
terring influence upon progress. With 
encouragement by the government and 
with the public informed of power 
conditions as they exist, rapid progress 
will be established and the cramp in 
the industrial structure of our country 
will be relieved. With the encourage- 
ment of initiative and individual effort 
to power development, all other lines 
of industry will become encouraged. 
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Effects of Unionization on 
Utility Earnings 


ECENT labor troubles mark a new de- 
R velopment in the history of Ameri- 
can utilities, which in the past have been 
generally free from such disturbances. 
While unions have existed in a few de- 
partments of some utilities for thirty or 
forty years, they have been of the “harm- 
less” craft character typical of the AFL 
policies. 

The recent rise of the CIO has stimu- 
lated the AFL to renewed efforts and 
more aggressive methods. However, the 
AFL, in seeking recognition from utility 
managements, seems more willing to 
compromise than the CIO. While both 
labor organizations seek wage increases 
and work-time reductions along with the 
closed shop, the CIO approach is more 
direct, while AFL has first sought offi- 
cial recognition before pressing the wage 
issue. 

Thus far the older organization ap- 
pears to have the best of the argument as 
indicated by its recent success in signing 
with subsidiaries of Consolidated Edi- 
son. The CIO’s principal success has 
been in the New York city traction com- 
panies, although the B.-M.T. has not yet 
been “signed” and the AFL is struggling 
to retain control of Third avenue em- 
ployees. It has made some inroads in the 
natural gas field through the Interna- 
tional Association of Oil Field, Gas 
Wells & Refinery Workers, and in the 
manufactured gas industry through the 
United Mine Workers of America. 

The CIO disturbances in Michigan’s 
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Saginaw valley have finally been quieted, 
due to the governor’s hint that force 
might be used to protect the half million 
workers in two hundred communities 
made idle by a handful of power hous 
workers. The latest strike, which came 
when negotiators had already gained 2 
substantial victory for the power work: 
ers, indicates the grave dangers resulting 
from the Washington policy of “cod- 
dling” and encouraging the lawless ele- 
ment of the CIO forces. 


INCE accurate statistics on total em; 
S ployees and payrolls are not avail: 
able, it is hard to tell what proportion o! 
the electric power and light industry ha 
now been unionized. The Internationd 
Brotherhood of Electrical 
(AFL) is reported to have some 93,00 
utility members. The United Electrica 
and Radio Workers of America (CIO) 
claims 100,000 members but this doubt 
less includes a large proportion of non 
utility workers. On the basis of these fig 
ures, and assuming that total electric e 
ployees in the United States numbe 
about 400,000 it would appear that th 
industry is now about 40 per cent or 
ganized. 

It is estimated that in 1936 the wag# 
bill for the industry was about 20 pe 
cent of total revenues. Assuming th 
unionization may involve an average Il 
per cent increase in hourly wages, thi 
would therefore be equivalent to a 2 pei 
cent increase in rates, if the latter wert 
adjusted to compensate. This factor alom 
might not be unduly alarming if it wer 
not for the steady increase in taxes 
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which also absorb 15 or 20 per cent of 
gross, and the advances in the cost of 
materials such as copper. 

The unionization movement will there- 
fore have to be taken into account by 
rate authorities throughout the country. 
If recent wage and tax increases can be 
given sufficient local publicity, perhaps 
the pressure for further rate reductions 
will be relaxed and some compensating 
advantage to the utilities thus obtained. 
Utility managements should exert their 
best efforts toward educating the public 
and the commissions as to these increased 
costs. 


¥ 


New Issues Again Deferred 


ESPITE the success of two large util- 
D ity offerings during the past month 
or so, the continued downward trend of 
the stock market has prevented the an- 
ticipated further resumption of utility re- 
funding operations. The Dow-Jones 40- 
bond average has been hovering between 
101-2 for the past three months, after its 
earlier decline from the 106 level. New 
bond offerings have been confined largely 
to small municipal issues. 

SEC registrations now total some 
$280,000,000 or more, of which about 
half represents deferred financing. Of 
the total amount, 60 per cent represents 
utility issues. While a number of large 
utility issues are thus “‘on the fire” it is 
impossible to predict how soon they will 
be released. It is reported that $25,000,- 
000 New York Telephone 34s will be 
offered in a few days. The Dow-Jones 
calendar of SEC registrations also in- 
ludes the following :$17,029,000 Buffalo 
Niagara Electric refunding “C” 34s of 
1967 and $7,000,000 debenture 2-34s of 
1952; $750,000 Central Ohio Light & 
Power first mortgage bonds due 1962; 
$80,000,000 Union Electric Company of 
Missouri first 33s of 1962 and $15,000,- 
000 3 per cent notes due 1942 ; $1,000,000 

reenwich Gas Company first 4s of 
1956; and $7,250,000 Southwestern 
ight & Power first “A” 4s of 1967 
(postponed to early July). The Hacken- 
sack Water Company bonds have been 


withdrawn from registration. Common 
stock issues, some of which have been 
pending for many weeks or months, in- 
clude the following: 38,733 shares of 
North Central Gas Company convertible 
preferred and 96,833 shares of common ; 
22,000 shares of Greenwich Gas Com- 
pany common ; 35,000 shares of National 
Gas & Electric Corporation common; 
32,500 shares of Washington Gas Light 
Company convertible preferred and 425,- 
088 shares of common. 

Dealers have been puzzled by the con- 
tinued delay in completion of the bond 
market readjustment. There is undoubt- 
edly a large backlog of idle funds in insti- 
tutional hands (particularly insurance 
companies), but apparently the sit-down 
strike on the part of these buyers, which 
developed about the time this term be- 
came a household word, still persists. 
While there is now less anxiety over the 
rising trend in money rates and its reper- 
cussion on bond prices, labor problems 
and the troublesome gold problem have 
doubtless deferred the restoration of con- 
fidence. Dehoarded gold is still being 
shipped to this country in vast amounts 
and under the present policy Federal 
funds must be raised to buy it, after 
which much of it is “put back in the 
ground” in the new Kentucky vault. In 
six months over $1,000,000,000 worth of 
sterilized gold has accumulated. A new 
angle to this situation is the continued 
weakness of the franc (as indicated by 
forward quotations) due primarily to 
failure to balance the budget. It is diffi- 
cult to say whether the peak of the gold 
movement has been passed, as a result 
of the reorganization of the French gov- 
ernment under Premier Chautemps, 
succeeding the Blum cabinet. 


A ago, when large utility issues 
were appearing in crowded succes- 
sion, postponement of an issue after the 
20-day registration period was consid- 
ered somewhat of a stigma; but nowa- 
days it is taken as a matter of course. 
There may be some curiosity as to why 
bankers now postpone the offering date 
instead of using the former method of 
“post-effective amendments.” The SEC 
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apparently favors the present practice, 
since under the post-effective amendment 
it did not enjoy complete control over 
the actual distribution of securities, the 
underwriter having full discretion in 
timing the offering. Moreover, this 
method, as first tried, allowed so-called 
subunderwriting by the principal under- 
writer after the issue had become effec- 
tive. The SEC apparently considered 
this practice as differing little, in effect, 
from those prevailing before the Securi- 
ties Act was enacted. 

Another current trend is the selling of 
large offerings directly to insurance com- 
panies. Sale of the first large “new 
money” issue in many years—$75,000,- 
000 Socony-Vacuum debenture 34s— 
was recently arranged with a group of 
insurance companies. However, such 
financing, while it enjoys the advantage 
of exemption from registration, seems 
unlikely to be widely adopted because of 
the possible future difficulties should the 
bonds need to be resold. As a rule, cor- 
porations find wide “distribution” of 
their securities desirable. 

Regarding the immediate outlook, The 
Wall Street Journal points out: 


Owing to the uncertainty of the market, 
many outstanding bonds which currently 
are subject to redemption on any interest 
date on sufficient notice have been left alone 
so far as redemption is concerned on May 
1st and June 1st, and nothing will be done 
on July Ist. Because these are among the 
heaviest interest dates it means that another 
four or five months must elapse before no- 
tice of call goes out for such bonds. This 
notice of call ordinarily is preceded by the 
flotation of the bonds which are to refund 
those called. 


Refunding operations of the utility in- 
dustry have thus far been only about 
half or two-thirds completed and it is to 
be hoped that large scale financing will 
again become the rule before the end of 
the year, thus permitting further reduc- 
tion in fixed charges to offset rising costs. 


6 
New York Steam Company 


Vue preferred stocks of New York 
Steam Company have suffered some 
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wild gyrations recently. The first decline 
occurred when the dividends were passed 
recently, due to the deficit resulting from 
the extremely mild winter in New York. 
A second setback occurred a few days 
later when the Consolidated Edison ex. 
change offer was ruled out by the public 
service commission. Consolidated is now 
reported working on a new offer, scaling 
down the exchange offer somewhat to 
meet the commission’s approval. New 
York Steam 7 per cent preferred is now 
around 89, compared with a 1937 range 
of 1124-73 ; the 6 per cent preferred sells 
about 9 or 10 points lower. 

The properties served by the company 
moke up about 10 per cent of the area of 
Mauhattan island, from 92nd street to 
the Battery. There are about 750,00 
feet of pipe lines distributing steam from 
six central district stations to 2,000 cus- 
tomers. Because of high realty values in 
lower Manhattan, many skyscrapers can- 
not spare the space from ground to 
roof for smokestacks, and basement 
space is also at a premium—which ex- 
plains the company’s function. Its largest 
customer is the New York Central Rail- 
road, with its group of twenty-five build. 
ings. Others are Rockefeller Center, the 
Empire State building, Chrysler building, 
Port Authority building, various Federal 
buildings, the Pennsylvania Railroad, 
and practically the entire financial dis- 
trict. 

The company’s existence dates back 
fifty-five years, although its principal ex- 
pansion has been since 1922 when it was 
reorganized with the aid of the National 
City Company. In later years Consoli- 
dated Edison acquired its majority hold- 
ings of the common stock, recently in- 
creased to about 96 per cent to permit the 
proposed merger. 


> 
TV A Entering Rail Field? 


ae Roosevelt has transmitted 
to Congress a general study on rail- 
road rates prepared by an economist for 
the Tennessee Valley Authority, J. 


Haden Alldredge. Apparently TVA 
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feels that industrial development in the 
valley is handicapped by rail rates. Is 
the “yardstick rate” idea now to be ap- 
plied to transportation as well as elec- 
tricity ? 
| Mr. Alldredge’s survey indicates that 

there is no national system of freight 
rates—a fact well known to every student 
of transportation. Tariffs in the major 
territories of the United States—Eastern, 
Southern and Western, with their vari- 
ous subdivisions—have always differed 
widely due to the character of traffic and 
transport, and the varying evolution of 
rate practice. He also finds that freight 
rates are 39 per cent higher in the South 
than in the East, while Western, South- 
western, and Mountain Pacific rates are 
respectively 47 per cent, 75 per cent and 
71 per cent higher than in the East. These 
results seem a little at variance with the 
average revenues per ton-mile which in 
1935 were 1.022 cents for the Eastern 
district, .844 for the Southern, and 1.041 
for the Western district. 

Mr. Alldredge sees in his figures an 
indication that “certain favored inter- 
ests” have gained special advantages in 


the East, and that outlying areas have 
suffered. Manufacturers and producers 
in the South and West are said to be at a 


disadvantage, and consumers handi- 
capped. Chairman Morgan of the TVA, 
in commenting on the report, suggested 
“the establishment of a uniform principle 
of making interterritorial freight rates 
will aid the commercial development of 
such regions as the Tennessee valley and 
redound to the benefit of the nation as a 
whole.” 

The basic reason for the discrepancy in 
rate levels between the three major terri- 
tories is the great difference in density of 
traffic. Such density (ton-miles per mile 
of road) is some 37 per cent greater in 
the East than in the South, and 150 per 
cent greater in the East than in the West- 
ern district. While rail costs may not 
vary exactly with density, the relation is 
obvious. To refer to “favored interests” 
and assert that the Eastern manufac- 
turers have been able to apply the “pro- 
tective tariff” idea is ridiculous, particu- 
larly as rates have been under Federal 


government regulation for fifty years. 
¥ 


Smaller Natural Gas Companies 
Show Gains 


Ane of natural gas companies would 

include Pacific Lighting Corpora- 
tion, Lone Star Gas Company, Columbia 
Gas & Electric Corporation, United Gas 
Corporation, Arkansas Natural Gas 
Corporation, Republic Natural Gas Com- 
pany, Southern Natural Gas Company, 
Southern United Gas Company, South- 
ern Union Gas Company, El Paso Natu- 
ral Gas Company, and Missouri-Kansas 
Pipe Line Company (familiarly known 
as “Mokan’’). The first four are among 
the leading utilities, descriptive sketches 
of which have appeared in this depart- 
ment during the past year. The others, 
while smaller and less well-known, have 
perhaps made better average progress for 
various reasons than the big companies 
in the past year or so and brief descrip- 
tions may therefore be of interest. Pipe 
line companies have not been included in 
the list because most of them are con- 
trolled by groups of gas or oil companies, 
with comparatively little stock in the 
hands of the public. 

Arkansas Natural Gas Corporation 
was originally incorporated in 1909, is 
controlled by Cities Service Company, 
and has total net assets of about $85,000,- 
000. The company and its subsidiaries 
have funded debt of about $21,523,000; 
capital stock consists of 2,189,396 shares 
of 6 per cent ($10 par) preferred and 
7,604,743 shares of Class “A” and com- 
mon stock (the two are similar except 
for voting rights). The three stocks are 
actively traded on the New York Curb 
Exchange. The preferred is currently 
around 84 (range this year 10}—8}), 
and the two common stocks around 7 
(range this year 134—6}). 

For the year ended December 31, 1936, 
the company reported net income of $5,- 
255,062 compared with $2,394,609 in the 
previous year. After allowing for the 
preferred dividend, 52 cents a share on 
the combined common and Class “A” 
common shares was earned, nearly four 
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times the 14 cents reported in the previ- 
ous year. Allowance for depreciation 
and depletion was increased nearly one- 
third as compared with 1935, and 
amounted to over 13 per cent of gross 
revenues. The rapid improvement in 
earnings was probably due largely to de- 
velopments in the Rodessa field, since the 
company had constructed a gatherin 
system and pipe line to serve that field 
and supply the Bossier City Refinery, ac- 
quired from the Louisiana Oil & Refin- 
ing Company. The amount of oil 
handled by the company’s pipe lines in- 
creased 20 per cent in 1936, while natural 
gas sales gained about 12 per cent. Gaso- 
line production increased 51 per cent and 
better prices were obtained. 

Interim figures are not available but 
some further gains in crude oil prices 
seem to augur well for 1937 prospects. 
Considering the dividend arrears of over 
$4 (unlikely to be paid until bank loans 
are cleared up) the preferred stock, sell- 
ing about 14 points higher than the com- 
mon issues, would seem considerably 
more attractive on a future potential 
yield basis. 


i Roy Republic Natural Gas Company 
is successor by reorganization to 
the corporation of the same name, 
formerly known as the Saxet Company 
in the Moody-Seagraves group, incorpo- 
rated in 1928. At the end of last year the 
new company reported assets of about 
$10,000,000 against which there were 
funded debt of $5,516,500 and 1,544,611 
shares of common stock. Through a sub- 
sidiary it controls over 80,000 acres in 
Hugeton, one of the largest natural gas 
fields. The company’s eighty-seven wells 
have a flow of about 500,000,000 cubic 
feet daily. It has favorable long-term 
contracts for the sale of gas to a sub- 
sidiary of the United Gas Corporation 
(controlled by Electric Power & Light 
Co.) and to Northern Natural Gas Com- 


ny. 

According to President Wildes’ state- 
ment in the 1936 report, a program of ex- 
tending and developing the company’s 
oil and gas properties has been carried on 
with good results. Earnings for the fiscal 
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year ended June 30, 1936, amounted to 
$0.35 a share; in the six months ended 
December 31st, $0.23 was earned, or 
about double that of the corresponding 
previous period. Current earnings are 
said to be continuing this uptrend, and 
the report for the year ending June 30th 
is expected to reflect substantially higher 
shar earnings than last year’s. The com- 
mon stock is selling currently over-the- 
counter around 54. 

Southern Natural Gas Company is 
controlled by Federal Water Service 
Corporation through stock ownership. As 
of December 31, 1936, total assets 
amounted to about $27,000,000, against 
which there were funded debt of $20,- 
781,577 and 829,575 shares of Class “‘A” 
and “B” stocks. In the calendar year 
1936 fixed charges were earned over 
twice, and 20.58 per cent was earned on 
the 6 per cent adjustment mortgage 
bonds. The bonds are currently selling 
over-the-counter around 87. The first 
44s of 1951, on the New York Stock Ex- 
change, are around 99. The Class “A” 
stock is currently around 134 and the 
Class ““B” common is around 53. 

For the twelve months ended May 31, 
1937, about $1.96 was earned on the Class 
“A” stock; under the complicated divi- 
dend provisions, this would make a total 
of $1.46 available for dividends on Class 
“A” and $1.00 on Class “‘B.” 

Southern United Gas Company of 
New Jersey will reorganize in Delaware. 


Eig Southern Union Gas Company 
is a $14,000,000 company whose 
common stock is currently selling on the 
Curb Exchange around $3 a share. In its 
“Inquiring Investor” column, The Wall 
Street Journal recently gave a rather un- 
favorable analysis of the position of the 
common stock : 


Since its formation during the boom era 
as a consolidation of several units engaged 
principally in distribution of natural gas in 
communities located in five southwestern 
states, Southern Union Gas Company has 
not established an impressive record of 
operating results, Although activities were 
restored to a profitable basis under improv- 
ing economic conditions witnessed through- 
out the serviced territory in 1936, actual net 
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income for the year stood at only $293,029 
before deduction of subsidiary preferred 
dividend requirements and of that portion 
of system earnings applicable to shares of 
underlying companies which are outstanding 
with the public ... 

To provisions of a capital rearrangement 
plan put forward early in 1935, nearly all in- 
terested parties have agreed. Upon its con- 
summation—which involves elimination of 
unpaid bond interest—there will be out- 
standing roughly $8,500,000 direct and sub- 
sidiary funded debt and preferred stocks 
ahead of the 247,939 common shares. In ad- 
dition, there remains $649,300 notes payable 
and $413,307 in senior dividend arrears. In 
relation both to the depreciated value of 
properties and to the annual total of reve- 
nues, this aggregate of underlying obliga- 
tions bulks large. And even though impor- 
tant economies were to be secured from a 
program of corporate simplification now 
contemplated, necessity for strengthening a 
weakened financial position will bar early 
initiation of dividend payments to equity 
shareholders. 


Missouri-Kansas Pipe Line Company 
(“Mokan”) has had a checkered career, 
complicated by a mass of involved litiga- 
tion. While this has been largely cleared 
up, there is pending the question whether 


the receivers can still exercise the valu- 
able option to acquire 80,000 shares of 
common stock of Panhandle Eastern Pipe 
Line at $25 a share. The receivers, in 
applying for court action, set forth that 
the warrants were obtained under an 
agreement with Columbia Oil & Gasoline 
Corporation and Columbia Gas & Elec- 
tric Corporation about a year ago. Due 
to the need of additional information, 
registration of the Panhandle Eastern 
shares with the SEC has not yet been 
effected. 

Panhandle, with its pipe line to De- 
troit, is now a valuable property. If 
“Mokan” can exercise its option, it will 
have an equal 50 per cent interest with 
Columbia Oil & Gasoline; otherwise the 
latter’s interest will be somewhat larger. 
Even if the option is not upheld by the 
courts, “Mokan’s” equity in Panhandle’s 
earnings should prove valuable. The lat- 
ter company has now reduced its fixed 
charges by issuing $24,000,000 1st mort- 
gage 4s, and has cleared up preferred 
dividend arrears. While official interim 
figures appear lacking, current earnings 


are said to be well over last year’s. Based 
on these reports indicating its earnings 
equity in Panhandle (it has no other in- 
terests of importance) “Mokan” would 
appear reasonably priced at the current 
over-the-counter level around 7. 


> 


Corporate News 


HE public service commission of 

New York has approved the merger 
of twelve operating electric and gas util- 
ity companies of the Niagara Hudson 
Power system into a new Consolidated 
corporation, which will exchange its 
stock for outstanding stock of the con- 
stituent companies in specified amounts. 
In the prevailing opinion of the commis- 
sion, the new company will serve “an 
integrated and logically connected con- 
tiguous property within the state,” will 
be stronger than the existing units in re- 
spect to credit and borrowing power, 
natural resources, etc., and should be in 
a good position to make rate reductions. 
The principal advantages, of course, will 
be possible gains from refunding opera- 
tions together with savings in taxes, in 
accounting expenses, and in operating 
costs due to pooling of generating facili- 
ties, etc. 

The receiver of the Interborough 
Rapid Transit Company has been author- 
ized by the Federal court to pay the semi- 
annual interest on the 5 per cent bonds, 
together with the sinking fund require- 
ments amounting to $1,116,330. At a 
hearing before the court it was proposed 
that in future the sinking fund be em- 
ployed to purchase bonds from the Bank- 
ers Trust Company as trustee for the 7 
per cent notes, against which $54,989,000 
5s are pledged as collateral. Judge Mack 
felt, however, that it would exceed his 
powers to grant permission. 

Gatineau Power Company may merge 
with Canadian Hydro-Electric Corpora- 
tion, in order to permit refunding of the 
former company’s debentures and divi- 
dend payments to stockholders of the 
latter. A definite plan is expected in the 
near future. 
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A Bill for Bigger and Better TVA’s 
Everywhere 


OR some time preceding the trans- 

mission on June 3rd of his message 
to Congress, President Roosevelt had dis- 
claimed any intention of recommending 
an extensive program of power develop- 
ment. His message, he said (reportedly 
with a knowing twinkle in his eye), 
would deal with national planning for the 
conservation of natural resources. 

True enough, the message barely men- 
tioned power. Dust storms, floods and 
droughts, restoration of forests and 
grasses on inferior lands, prevention of 
soil erosion—all these (What! No navi- 
gation?) were offered as compelling rea- 
sons for the creation of a group of 
“authorities” whose work,— 


at least in their early years, would con- 
sist chiefly in developing integrated plans 
to conserve and safeguard the prudent use 
of water, water power, soils, forests, and 
other resources of the areas entrusted to 
their charge. 


Near the end of his message the Presi- 
dent became more specific on the subject 
of power: 

... And provision should be made for the 
effective administration of hydroelectric 
projects which have been or may be under- 
taken as a part of a multiple-purpose water- 
shed development. The water-power re- 
sources of the nation must be protected from 
private monopoly and used for the benefit 
of the people. 


The bills introduced in Congress fol- 
lowing the reading of the message also 
ignore power in stating the “purpose and 
policy of the act.” The bill offered by 
Senator Norris of Nebraska, which had 
been press-agented as representing the 
President’s views, conflicts in several 
important respects with that presented by 
Representative Mansfield of Texas, 
which (as shown hereinafter) is proba- 
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bly the administration bill. Both, how- 
ever, contain the same preamble, in which 
there is no mention of power: 


Section 1. It is the purpose and policy 
of this act to develop, integrate, and coér- 
dinate plans, projects, and activities for or 
incidental to the promotion of navigation, 
the control and prevention of floods, the 
safeguarding of navigable waters, and the 
reclamation of the public lands, in order to 
aid and protect commerce among the sev- 
eral states, to strengthen the national de- 
fense, to conserve the water, soil, and for- 
est resources of the nation, to stabilize em- 
ployment and relieve unemployment, and 
otherwise to protect commerce among the 
states to provide for the national defense, 
and to promote the general welfare of the 
United States. 


HE sponsors of these bills, however, 

made no bones about the matter in 
the debates which developed over the 
question of which committee, in each 
branch of Congress, should have juris- 
diction over the proposals. 

Said Senator Norris as to his measure: 
“This bill is almost a copy of the TVA 
act.” 

Said Mr. Mansfield as to the document 
bearing his name: 


One of the most important features of 
this whole program was completely over- 
looked by my good friend, the gentleman 
from Mississippi (Mr. Whittington), the 
question of hydroelectric power. 

This is one of the main reasons that this 
message has come here today. For flood 
control only there is no need of it, because 
we have a flood-control program now. ... 

Power development is one of the main 
features to be considered by the Congress in 
the near future. We have had our naviga- 
tion programs, our flood-control programs, 
and all those are in successful operation; 
but this new program of hydroelectric 
power, by which America is to be electrified 
in the near future, if possible, is a feature 
that is in no sense of the word within the 
ae of the Committee on Flood Con- 
trol. 





WHAT OTHERS THINK 


Similarly, Representative Parsons of 
Illinois, a member of the House Com- 
mittee on Rivers and Harbors, to which 
the Mansfield bill was eventually re- 
ferred, made this comment: 


In the immediate future and in the dis- 
tant future, Mr. Speaker, the big thing in 
this bill will be power development on the 
rivers of this continent. 


Although Senator Norris, as stated 
above, was popularly supposed to be the 
President’s spokesman in handling the 
proposed legislation, it seems that the 
President’s message was accompanied, in- 
stead, by the Mansfield bill. Note the fol- 
lowing dialogue from the Congressional 
Record of June 3rd: 


Mr. Snell. Do I understand there is a bill 
already prepared accompanying this mes- 
sage? 

Mr. Mansfield. There is a suggested bill. 

Mr. Snell. Is it a bill sent up here to be 
introduced ? 

Mr. Mansfield. That is my understanding. 

Mr. Snell. And the gentleman states, 
from a reading of that bill, which I suppose 
he has read, the particular purpose of’ the 
bill is a power proposition and not flood 
control. 

Mr. Mansfield. I say that is one of the 
main features, as I understand it. Flood 
control is also one of them. 

Mr. Mott. Mr. Speaker, will the gentle- 
man yield? 

Mr. Mansfield. Yes. 

Mr. Mott. May I ask the gentleman if 
this bill comprehends any change in any 
jurisdiction so far as the Corps of Army 
Engineers is concerned? The message indi- 
cates there will be several independent set- 


ups. 

Mr. Mansfield. I have not had time to 
read all these papers, but it sets up these 
regional boards very much in line with the 
TVA, and the gentleman knows as well 
as I do how that is done. . . . 

Mr. Snell. Will the gentleman tell us to 
what bill he is referring? 

Mr. Parsons. I am referring to the bill 
which accompanied the message of the 
President. 

Mr. Snell. Where did that bill come 
from? We are entitled to know. 

Mr. Parsons. We will answer that later. 

Mr. Snell. The gentleman, then, refuses 
to tell the House who wrote the bill about 
which he is talking? (Applause.) 

Mr. Parsons. I refuse to yield, Mr. 
Speaker; I have only a very few minutes. 

Mr. Snell. I want the Record to show that 
the gentleman refuses to tell where the bill 


came from about which he is making a 
speech on the floor of the House. 

Mr. Parsons. The gentleman will find out 
in due course where the bill came from. 

Mr. Snell. We are entitled to know its 
source, and I want the Record to show the 
gentleman’s refusal to disclose it. 

Mr. Parsons. We are not discussing the 
merits of the bill; we are discussing the 
question as to which committee should have 
jurisdiction in the matter. Mr. Speaker, I 
refuse to yield further. 

Mr. Swell. The gentleman’s entire speech 
has been devoted to the merits of the bill. 

Mr. Parsons. . . . | submit, therefore, that 
this message with the accompanying bill 
should be referred to the Committee on 
Rivers and Harbors; and I hope and trust 
that the House will vote down the motion 
of the gentleman from Mississippi. 


wo-THIRDs of the Mansfield bill is 

devoted to procedure looking to the 
production and disposition of power. It 
would authorize the President at his 
pleasure to create corporate regional 
power authorities for the purpose of con- 
trolling and operating hydroelectric 
plants. Each authority would be oper- 
ated by an administrator appointed by 
the President, with approval of the 
Senate, who would consult to a limited 
extent with a board of two to four mem- 
bers also appointed by the President but 
without Senate approval. 

The measure would also create seven 
“planning agencies,” including one for 
the Tennessee valley consisting of the 
present TVA, to study and report to the 
President on projects to promote navi- 
gation, control and prevent floods, for 
reclamation, etc., giving due regard 
among other things to the present and 
future development and conservation of 
water for power, irrigation, and other 
uses. 

In contrast, the bill introduced by 
Senator Norris (S. 2555) and by Repre- 
sentative Rankin (H. R. 7392) would 
directly establish seven “conservation 
authorities,” including the TVA with en- 
larged territory. These authorities would 
be substantially identical with the TVA. 

In other respects, the Mansfield and 
Norris bills are largely alike except for 
jurisdiction over rates for Federal power. 
The Mansfield measure would make all 
rates subject to approval by the Federal 
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The Dallas Morning News 


ANOTHER FLOOD COMING? 


Power Commission. Senator Norris 
would permit each authority to fix its 
own rates, as the TVA now does. 

The reports on recommended projects, 
under each of the bills, would be sub- 
mitted to the President, who would send 
on to Congress only those which he might 
approve. He would also be authorized to 
require the submission of plans for any 
project he might favor. Each of the au- 
thorities, under either bill, would have 
the power to acquire by condemnation or 
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otherwise any property deemed necessary 
or appropriate to meet the purposes of 


the act. 
—G. E. D. 


MessacE of the President to the Congress of 
the United States on flood control. Congres- 
sional Record, June 3, 1937. 


A Butt sy Senator Norris (S. 2555). Intro- 
duced in the Senate, June 3, 1937. 

A Bit By REPRESENTATIVE MANSFIELD (H. R. 
hn Introduced in the House, June 3, 
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WHAT OTHERS THINK 


An Explanation for Some Modern 
Pyramid Construction 


PENING with a rather dramatic in- 

troduction of the hero (Franklin 
D. Roosevelt) and the villain (Samuel 
Insull), M. L. Ramsay’s “Pyramids of 
Power” undertakes to portray the 
former Chicago utilities magnate as the 
dominating cause of the antiutility cru- 
sade carried on under President Roose- 
velt’s “New Deal.” Ultimately, how- 
ever, Mr. Ramsay seeks to outline the 
real objective sought by President 
Roosevelt. Since the author is closely 
identified with the power group in the 
administration, it is assumed that he 
writes with some degree of authority. 

The lay reader of this book is likely to 
gain the impression that as soon as full 
success crowns the efforts of the Presi- 
dent, practically everything will be done 
electrically and the people generally will 
spend most of their time basking in 
ultra-violet rays, merely pushing a but- 
ton now and then. 

President Roosevelt, says the author, 
quoting from the Chief Executive’s mes- 
sage to Congress last January, believes 
that “the deeper purpose of democratic 
government is to assist as many of its 
citizens as possible—especially those 
who need it most—to improve their con- 
ditions of life, to retain all personal 
liberty which does not adversely affect 
their neighbors, and to pursue the happi- 
ness which comes with security and an 
opportunity for recreation and culture.” 

Only thus, according to Mr. Ramsay, 
can the democratic ideal be preserved ; 
thus ours might become a nation “of 
people sufficiently well equipped physi- 
cally and mentally and morally to endow 
them with a sanity of outlook and en- 
joying enough leisure to enable them to 
study and to think.” This “sanity of out- 
look” and “leisure for study” would per- 
mit the modern man living under a 
democratic form of government to give 
more time and bring clearer mental 
powers to the consideration of his prob- 
lems under that form of government. 

Continuing, Mr. Ramsay says: 
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Even a tentative and halting approach to 
such an ideal requires some animating, vital 
economic force, serving as a social catalyst, 
or even a social prime mover. And that is 
where electric power comes in. Roosevelt 
sees it as the answer, perhaps the God- 
given answer, to this ‘problem of maki 
men healthier and happier and especially of 
making them more fit for the democracy 
which must try somehow to keep up with 
science. Consequently power seems to the 
President as essential to the new civiliza- 
tion as, one might say, the light and heat 
of the sun. It may slowly—remember that 
this is an ultimate aspiration—transform 
men and make them intelligent rulers of 
their own political destiny. 


r. Ramsay then sketches a few of 
the implications of the Power 
Age in assuring a wider, fuller life and 
forecasts America’s transformation by 
showing how electric power, if employed 
to social ends, might “break up the great 
conglomerations of people in sprawling, 
dirty, noisy slums and brutalizing sweat- 
shops, lift the swarming hordes out of 
tenements and subways and street cars, 
and put them back on the land. Electric 
power, a vast unseen ocean of electric 
power that will run factories, light the 
countryside, and bring relief from 
drudgery to the homes on the land, is 
for Roosevelt the seemingly certain 
instrument of this decentralization. It 
will transport people to places where 
they can work naturally, live decently, 
breathe deeply, and see the open s 
Of these wider aims Mr. Ramsay 
says: 

To effect, or even to achieve in creditable 
part, such economic and social transforma- 
tions as are here envisioned, electric power 
must be abundant, cheap, and widely dis- 
tributed . . . Roosevelt is determined to 
make power almost infinitely cheap, as well 
as all but infinitely abundant. Those who 
have talked with him most about ape 
say that he would like, if he could, to 
it away, as water is given away at the pu lic 
fountains of Spanish squares. To attempt 
to inflate and pyramid the profits in the 
production, transportation, and delivery of 
such an element, and to attempt then to 
legalize and sanctify the profiteering, so 
that the nation is helpless to curb it, is, for 
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the true believer in electricity as the agent 
of thorough-going social transformation, 
almost on a par with the old custom in 
some European countries of taxing sun- 
light and air by levying an impost upon 
windows. 

In finishing his chapter on “A Presi- 
dent’s Vision of Power and Democra- 
cy,” the author expresses the view that 
fundamentally Mr. Roosevelt, in his 
power program as distinguished from 
his general economic program, “retains 
production for profit, but tries to give to 
public power, which represents essen- 


tially production for use, dominance, 
and right of way.” In this connection, 
however, it may be significant that the 
author parenthetically refers to “a capi- 
talist economy which may be with us for 
a while yet.” Is this suggestive of the real 
aim of the President’s power advisers de- 
spite their Chief’s championship (as Mr, 
Ramsay says) of the existing order? 
—G. E. D. 


PYRAMIDS OF Power. By M. L. Ramsay. The 
Bobbs-Merrill Company, + ated and 
New York. 1937. 342 pp. $2.75. 





Mr. Kellogg Reviews Condition of Electric 
Utility Industry 


Patong yet comprehensive por- 
trayal of the present condition of 
the electric utility industry was presented 
by C. W. Kellogg, president of the Edi- 
son Electric Institute, at the annual meet- 
ing of that organization in Chicago. 

Statistically, Mr. Kellogg reported that 
the industry now serves 26,400,000 cus- 
tomers, a gain of about 810, 000 over the 
preceding year ; output increased 15 per 
cent to 111,300,000,000 kilowatt hours; 
average domestic consumption is now 
755 kilowatt hours a year, a gain of 63 
kilowatt hours, while the average resi- 
dential rate has dropped to 4.6 cents; 
about 1,100,000 farms are electrified, of 
which 100,000 were added to the lines of 
privately owned utilities during the last 
year. 

Although energy output increased 15 
per cent, gross earnings were only 8 per 
cent higher, because of lower rates, and 
operating income gained but 5 per cent, 
on account of rising costs. Taxes have 
gone up 10 per cent, and now represent 
15 per cent of gross earnings. 

Construction expenditures for 1937 are 
estimated at $475,000,000, said Mr. Kel- 
logg, compared with $290,000,000 for 
1936. As usual, the major portion of this 
year’s expenditures will be for distri- 
bution facilities, generating equipment 
representing less than one-quarter of the 
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total. The industry has continued its 
policy of providing adequate capacity in 
advance of demands for service, whereas, 
as Mr. Kellogg observed: 


The Federal government’s power policy 
has resulted in the production of far more 
power than is needed for public consumption 
in the areas adjacent to its dams. It has 
been attempted to justify this by a cry of 

“power shortage.” When it is realized that 
94 per cent of the electric energy of the 
nation is manufactured or sold by the pri- 
vately owned electric utilities, and that for 
fifty years these utilities have been planning 
and building ahead of the public’s needs, 
it naturally follows that the only way a 
power shortage could be produced would be 
for the utilities to cease to function as they 
have throughout their history. At the very 
time this “power shortage” propaganda was 
promulgated the industry had an excess over 
even normal reserve requirements of about 
4,000,000 kilowatts. 

The Federal government has placed in 
operation to date 164,000 kilowatts, at Nor- 
ris and Joe Wheeler dams by the TVA 
and 370,000 kilowatts at Boulder dam. It is 
reported that 86,400 kilowatts will be ready 
at Bonneville on the Columbia river near 
Portland by December. Eventual capacity 
of all Federal plants built, building, or 
definitely planned is 6,500,000 kilowatts, and 
the cost $1.250,000,000. The new capacity 
from these plants will create a large surplus 
of power within transmission range, for they 
are removed from the heavy power-consum- 
ing centers of the nation. If to the initial 
cost were added the interest charges dur- 
ing construction and the cumulative deficit 
during the many years before revenues from 
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MULTIPLYING 


the sale of power may be expected to equal 
operating expenses and fixed charges, the 
enormous cost to the taxpayer of these Fed- 
eral projects is even more apparent. 


M* Kellogg also compared the gov- 
ernmental and private company 
progress in rural electrification : 

The Federal government, through the 
Rural Electrification Administration, has 
tried to make it appear that the utilities have 
endeavored to prevent the extension of elec- 


tric service to the farms. You all know 
from experience that the exact reverse is 
the case—that the movement, conceived and 
inaugurated by the utilities themselves, is 
now at least fifteen years old as a specially 
recognized sales and distribution effort and 
much older than that as to specific areas. The 
difficulties faced in working out the prob- 
lem have always been the basic economic 


ones of high distribution cost per farm, 
where settlement was sparse, and the low 
cash purchasing power of many farmers. 
Our industry has tackled the problem on two 
fronts; the effort to reduce line construction 
costs consistent with safety and the study 
of new ways in which electricity can be 
used effectively on farms. Distinct prog- 
ress has been made with both of these mat- 
ters during the past year. As evidence of 
progress in the latter respect, notwithstand- 
ing the fact that 100,000 new farm custom- 
ers were added, the average annual use per 
farm customer increased 75 kilowatt hours. 

The necessity for increasing the farm uses 
of electricity and improving the load factor 
of farm lines can scarcely be overempha- 
sized. It is of the greatest importance both 
to the farmer and to the company. Other- 
wise, farm electric service cannot be made 
to pay its own way and in the long run, of 
course, it must do so if it is to be con- 
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tinued. It goes without saying that if this 
is to be accomplished the increased use must 
be at rates sufficiently high to cover the 
cost of rendering farm service and pay a 
reasonable return on the necessary invest- 
ment. It should not be at the expense of rate 
reductions disproportionate to the cost of 
service. Happily the farm uses of electricity 
are showing substantial progress and prom- 
ise further advances in the future. 

The REA program for rural electrifica- 
tion, which is calculated to extend power 
lines into still sparser farm territory than 
has yet been served, is clearly a subsidy from 
the taxpayer and should be frankly desig- 
nated as such. The act as passed provided 
that the Federal funds for rural electrifica- 
tion should not duplicate existing rural lines 
of private enterprise. Proposed amendments 
at this session of Congress would eliminate 
this restriction. It is to be hoped that the 
government promotion of rural electrifica- 
tion is not made a cloak for subsidized com- 
petition with unsubsidized investment of in- 
dividual investors. 


[ee leads, said Mr. Kellogg, to the 
matter of government competition 
in the electric business: 


The subject naturally divides itself into 
two parts, municipal operation and Federal 
government activity, although the two meet 
in the form of the PWA grants of 45 per 
cent of the construction cost as a donation 
by the Federal government to any city de- 
siring to compete with its local utility. The 
recently revised plan of the PWA is to do- 
nate only wages paid to workers taken from 
relief, plus 15 per cent. Since this means 
practically common labor, which is a rela- 
tively small part of power plant construc- 
tion, the change is an important one. 

In the field of municipal ownership the 
number of municipal electric plants estab- 
lished in this country in the four years end- 
ing 1936 was only 30, the smallest figure for 
any 4-year period in the last fifty years. Also 
for the year 1936, out of 127 municipal elec- 
tions involving a total population of 5,735,000 
on the question of municipal ownership of 
electric utilities, only 49 elections involving 


27 per cent of this population were favorable 
to municipal ownership. To have shown 
these results in the face of the most power- 
ful propaganda machine the government 
ever produced is most gratifying. It should, 
however, not cause us mere elation, but a 
feeling of deep satisfaction that we have 
been able to give the people on the whole a 
service of whose quality and cost they can 
approve and should increase our determina- 
tion to achieve even better results in the 
future. 

As to the Federal government, the pro- 
duction of electric power can legally be un- 
dertaken only as a by-product or incident 
of some legal Federal function such as navi- 
gation improvement, flood control, irriga- 
tion, etc. In the case of the TVA the gov- 
ernment’s own figures show that three-quar- 
ters of the cost of the navigation dams on 
the Tennessee river arises solely from elec- 
tric power. War Department figures show 
that power represents about 67 per cent of 
the total cost for the full development of 
the Bonneville plant on the Columbia river. 
The TVA so far has charged no part of its 
navigation dams to power, although in re- 
cent testimony before a congressional com- 
mittee the chairman of the TVA proposed 
to allocate to electric power 473 per cent of 
the cost of Norris dam, 494 per cent of Joe 
Wheeler dam, and 45 per cent of the cost of 
Wilson dam. If the TVA followed the facts 
in the allocation of costs, it would make the 
TVA hydro power cost two and one-half 
times as much as the same power could be 
made by steam, and the latter method would 
employ much more labor. Two questions 
naturally arise: (1) Whether the public 
would approve continuing to pour millions 
of its money into TVA if it knew the facts 
as to costs, and (2) whether the courts 
would find that something costing three- 
quarters of the total was truly a mere inci- 
dent of the other quarter—whether the tail 


was wagging the dog. 
—G. E. D. 


THE STATE OF THE INDUsTRY. Address by C. 
W. Kellogg, President, Edison Electric In- 
stitute, before Fifth Annual Convention, 
Chicago, Ill. June 3, 1937. 





Dr. Sharfman Speaks His Mind about the 


Interstate Commerce Commission 


EF would be somewhat presumptuous 
for a reviewer to attempt an appraisal 
or a thumbnail description, or a combi- 
nation of both, of such d work as Pro- 
fessor Sharfman’s study of the Inter- 
state Commerce Commission without 
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reading every one of the five stout vol- 
umes (Parts I to III) which have so far 
been issued by the Commonwealth Fund 
(Part IV, the final volume, is soon to 
be released). That of itself would be 
an arduous task if one had in mind ulti- 
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mately assuming the conventionally 
dogmatic attitude of a book critic. 

Indeed, it would be a difficult chore 
under any circumstances. This is said 
with all deference to the excellency of 
Dr. Sharfman’s marshaling of text and 
clarity of style, but surely he would him- 
self agree that such works are not gen- 
erally designed for page to page reading. 
Anticipating this difficulty, perhaps, Dr. 
Sharfman has made available his own 
conclusions of his entire work in the 
April issue of The Yale Law Journal. 

Inasmuch as this article will form an 
integral part of the final volume yet to 
be released, it serves the double purpose 
of a synopsis of the whole and a “pre- 
view” of the final volume. Needless to 
say, this makes the reviewer’s task some- 
what easier, even if scholarship and ac- 
curacy does demand liberal sampling of 
the basic text. In any event, it is too 
tempting a short cut for this writer who 
yields to no one in his admiration for 
the industry, fairness, thoroughness, and 
authority of Dr. Sharfman when writ- 
ing: upon the subject of America’s old- 
est and most noted Federal commission. 

Taking a different approach from the 
more encyclopaedic “Interstate Com- 
merce Acts, Annotated” by Commis- 
sioner Clyde B. Aitchison (five vol- 
umes, 1930)—also a monumental work 
—Dr. Sharfman’s work well merits a 
prediction made by former Interstate 
Commerce Commissioner Thomas F. 
Woodlock that “it will probably long 
stand as the best source-book on the sub- 
ject of the commission and its work.” 
D* Sharfman gives us four general 

conclusions that emanate from his 

study of the commission as an admin- 
istrative agency: 

First, the essence of private enterprise 
has been maintained despite the extensive- 
ness of public control. 

Second, the legislative structure embrac- 
ing this extensive control has been evolved 
by a prolonged process of trial and error, 
and reflects actual needs convincingly es- 
tablished by the test of experience. 

Third, the exercise of the authority thus 
conferred has resulted in much fruitful ac- 


complishment, but despite consistent adher- 
ence to the basic purpose of protecting and 
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promoting the public interest this accom- 

plishment, has been realized through admin- 

istrative policy dominated by a sense of 
realism and restraint. 

Fourth, the administrative method is in- 
dispensable to the sound and effective 
achievement of positive regulatory ends, 
and the processes employed, though con- 
stituting a departure from traditional legal 
arrangements, have safeguarded all essen- 
tial rights and interests. 

Coming from one who has gone into 
this subject so thoroughly as Dr. Sharf- 
man, these general conclusions com- 
mand respectful attention ; nevertheless, 
they may still be debatable depending 
upon one’s opinion as to the proper func- 
tion of regulation, or one’s individual 
ideology in the broader province of po- 
litical economics. Concerning the first 
conclusion, for example, Mr. Woodlock 
does not believe that the substance of 
private ownership of railroads has been 
preserved by Federal regulation but 
only its shadow. He concedes that this 
may have been inescapable and that in 
the absence of the Interstate Commerce 
Commission we would have had out- 
right public ownership long ago; but 
what have we now, he asks, but a mere 
facade of private ownership whereby the 
government exercises much of the real 
prerogatives of management without as- 
suming the responsibility of ownership, 
similar in spirit to the control of the 
authorial corporate state of Benito Mus- 
solini over all types of industry. Be that 
as it may, however, one can still buy 
stocks and bonds in American railroad 
companies and, as the late President 
Coolidge would put it, “some do.” 
D* Sharfman himself seems some- 

J what uneasy about the outcome of 
railroad regulation, notwithstanding his 
belief that the ICC has well performed 
its task to date. On this point he states: 

There can be no certainty as to the future 
pattern of our commercial and industrial 
arrangements, either in the general eco- 
nomic sphere or in the special field of trans- 
portation. It may well be that a larger de- 
gree of public enterprise, in one form or 
another, will eventually displace our pre- 
vailing reliance upon private initiative, not 
only in connection with public service un- 
dertakings, including transportation, but 
throughout the economic order. Under such 
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conditions the functions of management and 
regulation would tend to be fused in gov- 
ernmental authority, and the problems of 
control would manifest themselves for the 
most part in a guise far different from that 
which has traditionally shaped the char- 
acter and direction of the regulatory proc- 
ess. Even in these circumstances, however, 
the numerous complexities of transport re- 
lationships, particularly in the matter of 
rates and charges, would require continu- 
ous adjustment, and the results of the com- 
mission’s vast, intelligent, and impartial 
labors would tend to exert a determining 
influence upon policy and practice. Under 
the existing economic system, with which 
we are primarily concerned, the type of 
regulatory structure evolved in the past 
half century of Federal administrative ac- 
tivity in the field of carrier control has 
constituted the most orderly and fruitful 
instrument available for avoiding the pit- 
falls of both unrestrained individual free- 
dom and outright collective action. It has 
attempted to harmonize the maintenance of 
established institutions and the attainment 
of changing objectives; it has sought to 
safeguard the essence of the prevailing 
order, but to direct its concrete manifesta- 
tions into channels of public welfare; it 
has aimed to conserve the significant gains 
of past effort, to remove emerging malad- 
justments, and to establish arrangements so 
fashioned as to meet future needs. The 
Interstate Commerce Commission, as the 
outstanding agency of this character, has 
achieved a high degree of effectiveness in 
its own sphere and has contributed sub- 
stantially to the development of the general 
essentials of sound regulatory process. 


Whether public ownership of rail- 
roads is inevitable or otherwise, “the 
administrative method of control,” Dr. 
Sharfman tells us, “is probably estab- 
lished beyond recall, and more fruitful 
results are bound to flow from efforts 


looking to its improvement than from 
outright condemnation of its use.” 
Incidentally, there may be a thought in 
this for those critics of commission regu- 
lation generally who are so quick to 
condemn it. The improvements in the 
Federal commission set-up which Dr, 
Sharfman recommends for more atten- 
tion are: (1) increased emphasis upon 
a strong personnel; (2) more ample fi- 
nancial support; (3) “greater vigilance 
against executive interference with ad- 
ministrative independence, whether by 
manipulation of the appointing power 
or otherwise”; (4) more vigorous re- 
sistance to legislative pressure; (5) 
more careful attention to orderly and 
practical procedure; (6) a cessation of 
obstructive tactics generally. 

As Dr. Sharfman’s work was pre- 
sumably completed in substance prior to 
the controversy in Congress which has 
followed President Roosevelt’s proposal 
to “departmentalize” the various so- 
called independent Federal commis- 
sions, we cannot say definitely just what 
his attitude would be to the plant to bi- 
sect the Interstate Commerce Commis- 
sion into administrative and quasi 
judicial sections, but the suggestion 
“(3)” in the foregoing paragraph 
strongly indicates that the Michigan 
University professor’s thumb would be 
thrust emphatically in a downward 


direction. 
—F, X. W. 


THE INTERSTATE COMMERCE COMMISSION: AN 
AppralsAL. By I. L. Sharfman. The Yale 
Law Journal. April, 1937. 
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On Repucinc TELEPHONE Rates. By Neville 
Miller. Public Management. April, 1937. 


PRACTICE AND PROCEDURE BEFORE THE FEDERAL 
Communications Commission. Address by 
FCC General Counsel, Hampson Gary, be- 
fore the Georgetown University Law Alum- 
ni Club, January 28, 1937. Reprinted in the 
Congressional Record, March 5, 1937. 


State Raprio Leciscation. By Ira L. Grim- 
shaw. Federal Communications Bar Jour- 
nal. April, 1937. 
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NEBRASKA FIGHTS FoR SuRVIVAL. By Maxwell 
S. Stewart. The Nation. April 3, 1937. 

A liberal’s analysis of the controversy 
between various project advocates in the 
development of the Platte river in Ne- 
braska. Private utilities are given a good 
share of the blame for stirring up discord 
among the different groups. 


TRENDS IN PuBLic AND PrRivaTE ELECTRIC 
Rates. By Rowland Egger. Public Man- 
agement, May, 1937. 








The March of Events 





Senate Reports Utility Bill 


HE Senate Interstate Commerce Commit- 

tee favorably reported the Minton bill last 
month to amend the judicial code to provide 
that any Federal or state public utility or 
common carrier rate order is in itself prima 
facie evidence of the reasonableness of the 
rates fixed. 

The measure, in effect, permits the use of the 
prudent investment theory of Justice Bran- 
deis in the establishment of utility rates. The 
bill provides that such orders are prima facie 
evidence of reasonableness “if the rates pre- 
scribed by such order produce such a return 
upon the prudent investment in the property 
used and useful in the public service as to 
allow such utility or carrier adequately to 
finance its reasonable obligations and per- 
form its functions necessary in the public 
interest.” Such orders could be set aside by 
courts only where the rates prescribed are 
found to be confiscatory. 


Says Power Secondary 


HE Norris bill to create seven regional 

power and conservation authorities 
“makes power secondary to navigation and 
flood control all the time,” Senator George 
W. Norris, of Nebraska, testified at the open- 
ing of hearings on June 21st, before a Sen- 
ate agriculture subcommittee. 

Asserting that the only opposition to this 
type of legislation had come from those who 
disapproved of government development of 
hydroelectric facilities, Senator Norris said 
it was contemplated in drafting the bill that 
where, in constructing a dam, a question arose 
between navigation or flood control as against 
power generation, the dispute would be re- 
solved in favor of the former. 

He declared, however, that it would be “an 
economic sin” not to take advantage of hydro- 
electric possibilities where they were pre- 
sented without conflict with flood control and 
navigation. 

Senator Pope, chairman of the subcommit- 
tee, said the rings would “proceed stead- 
ily” and gg J would be concluded within 
two weeks. Senators Pope, Schwellenbach, 
and Norris were present, Senators Wheeler 
and McNary being absent. 

The preponderance of northwestern Sen- 
ators on the subcommittee was regarded as of 
Significance in view of the urgent necessity 
for definition of a national power policy in 
connection with Bonneville Fg which will 
start producing power by the end of the year. 


TVA Suit 


HE Tennessee Valley Authority was free 

to continue its power expansion program 
last month after dissolution of an injunction 
which had “frozen” TVA at its current status 
since last December. The injunction was dis- 
solved by U. S. District Judge John J. Gore 
of Nashville who acted on receipt of a man- 
date from the sixth U. S. Circuit Court of 
Appeals. The appeals court order overruled 
the injunction originally issued by Gore to 
halt further TVA expansion until determina- 
tion of its constitutionality. 

Judge Gore asked counsel to set a new hear- 
ing for the case which will probably be tried 
solely on its merits on October 12th, in either 
Nashville or Chattanooga. It was considered 
unlikely that a final ruling by the U. S. Su- 
preme Court would be obtainable on the issue 
until the fall of 1938, or possibly the spring 
of 1939 


Introduces Electric Bill 


ENATOR Burton K. Wheeler, of Montana, 

on June 16th, introduced a bill providing 
a detailed administration to handle the sale 
of electric energy at the Fort Peck dam proj- 
ect in Montana. 

The bill would authorize appointment of 
an administrator by the Secretary of Interior 
to have charge of the power sale. The admin- 
istrator would receive a $10,000-a-year salary 
and would act in consultation with an advisory 
board of four to be appointed by the Secre- 
taries of War, Interior, and Agriculture and 
the Federal Power Commission. 

The bill calls specifically for “an adminis- 
tration intended to be provisional pending the 
establishment of a permanent administration 
for Fort Peck and other projects in the Mis- 
souri river basin.” 


Named to Power Commission 


pa Roosevelt, on June 17th, nomi- 
nated John W. Scott, of Indiana, to be a 
member of the Federal Power Commission 
for the term expiring June 22, 1942. He suc- 
ceeds Herbert J. Drane, who was appointed 
Assistant Collector of Customs in Seattle. 


Boulder Dam Snags Bill 


Athe go of the discord likely to prevail if 
the government eventually establishes a 
series of power authorities recently was said 
to be found in the Bonneville-Boulder dam 
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situation. The House Rivers and Harbors 
Committee was reported struggling to recon- 
cile the conflicting regional demands that have 
repeatedly prevented the reporting of a bill 
to provide for the operation of the Bonne- 
ville power plant, fixing of rates, and so forth. 

The committee agreed upon a 3-way con- 
trol as far as Bonneville itself was con- 
cerned: (1) operation by the Army Engi- 
neers, (2) distribution and marketing by an 
administrator to be appointed by the Secre- 
tary of the Interior, and (3) rate making 
under supervision of the Federal Power Com- 
mission. The remaining obstacle was said 
to be a revision of the Boulder dam power 
contracts, proposed as a rider to the Bonne- 
ville bill. 

The committee last month tentatively agreed 
to the demands of California, Nevada, and 
Arizona for a reduction of the Boulder dam 
interest rate from 4 per cent to 3 per cent on 
the amounts chargeable to those states on 
Boulder dam costs and deferment of repay- 
ment of the $25,000,000 allotted to flood con- 
trol. This would permit a cut in power rates 
in southern California and place that section 
in a more favorable position to compete with 
Bonneville power. 

The upper basin states (Colorado, New 
Mexico, Utah, and Wyoming), however, were 
demanding a cash consideration for their ac- 
quiescence in the proposed contract revisions, 
which would not immediately benefit them. 
They were reported violently opposed to Cali- 
fornia’s demands and threatened to filibuster 
against the bill if the Boulder dam rider was 
included. 

Chairman Mansfield of the House commit- 
tee appealed to President Roosevelt, who sug- 
gested that the controversy be referred to the 
Federal Power Commission for study and a 
report by January Ist. | 


Halts Canal Bill 


HAIRMAN Mansfield of the House Rivers 

and Harbors Committee on June 16th 
stated that a bill seeking to authorize com- 
pletion of the Florida ship canal would be 
shelved for this session. The Texan said that 
this was “generally understood” by committee 
members when they voted May 2Zlst to issue 
a favorable report on the controversial proj- 
ect. He has previously refused to be quoted 
on whether any immediate effort would 
made to obtain House approval of the bill. 

Mr. Mansfield made the statement after ob- 
taining permission from the Rules Committee 
to call up for House consideration an omnibus 
bill authorizing 119 other waterway develop- 
ments. 

Representative R. A. Green of Florida, au- 
thor of the canal bill, said the project would 
receive approval before the Seventy-fifth Con- 
gress ends next year. 


REA Allotment Books Closed 


HE Federal Rural Electrification Admin- 

istration on June 10th closed its allot- 
ment books for the current fiscal year with 
$46,499,482 earmarked for specific rural elec- 
trification projects out of a total of $50,000,- 
000 made available for loans this year under 
the terms of the Rural Electrification Act. 

Because the act requires that half the loan 
funds be reserved for the states in propor- 
tion to the number of unelectrified farms, and 
because several states have not utilized their 
full quotas, the balance of the funds cannot 
be used, the board said. 

Under the emergency authorization, prior to 
the passage of the act, REA app proved proj- 
ects amounting to $14, 612, 628, making a total 
of $61,112,110 lent or earmarked. 


Arkansas 


Hotel Men Intervene 


HE state utilities commission on June 9th 

issued an order granting the Arkansas 
Hotel Association authority to intervene in 
the city of El Dorado’s suit against the South- 
western Bell Telephone Company and set July 
12th as the date of a hearing at which the asso- 
ciation will present argument for more liberal 
terms from the company on hotel telephone 
service. 

The telephone company has filed an objec- 
tion to a separate hearing for the hotel asso- 
ciation, contending that a previous order of 
the commission consolidated all investigation 
of telephone rates into a statewide inquiry, 
which will not be completed for several 
months. The commission’s order stated: 

“The history of statewide investigations in- 
dicates that the machinery is very slow before 
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final determination can be made. The Ar- 
kansas Hotel Association is without any possi- 
ble relief and is prepared to present its case 
without requiring special investigations to be 
made iby the state department of public util- 
ities.” 


REA Opposes Co-op Plan 


PROPOSAL of the Arkansas Power and 
Light Company to furnish current and 
operate rural codperative projects in Arkansas 
was disapproved recently by John M. Car- 
mody, head of the Rural Electrification Ad- 
ministration at Washington. Carmody did not 
comment on his action, but other REA officials 
said that “drastic changes” would be required 
before the plan could be approved. They gave 
assurance that the matter was to be considered 
as pending. 
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The power company’s proposal was sub- 
mitted Harvey Couch, its president, at a 
meeting of farm leaders in Governor Bailey’s 
ofice about two months ago. The company 
proposed to supply current and operate the 
electrification systems owned by cooperative 
associations for 75 per cent of gross revenues. 
The other 25 per cent would be used by the 
cooperatives to amortize REA loans that it 
was presumed would be obtained to finance 
construction of the lines. 

Under the plan submitted by Mr. Couch 
rural consumers would pay the same rates 
as small town consumers. For codéperatives 
choosing to operate their own systems a 
wholesale rate of 1.23 cents per kilowatt hour 
was specified, said by state officials to be the 
lowest rate offered by any utility in the United 
States. 

A statement received from REA headquar- 
ters said: 

“The proposed arrangement is contrary to 
general practice, which is that the codperatives 
shall be independent and strong.” 


Orders Rate Inquiry 


ESIRING to determine to what extent op- 
erations of the Hot Springs Street Rail- 

way Company are subsidized by the Citizens 
Electric Company of Hot Springs, the state 
utilities commission last month ordered an in- 
vestigation of electric rates in the resort city 
and gave the railway company thirty days to 
file plans for substituting busses for street 


ars. 

S. E. Dillon, general manager for both com- 
panies, conferrred with the commission re- 
cently concerning a petition filed early last 
month by the Hot Springs Improvement As- 
sociation asking cancellation of the railway 
company’s franchise. Chairman Thomas Fitz- 
hugh of the utilities commission said that 
records on file with the state department of 
public utilities showed that the Hot Springs 
Street Railway Company had been losing 
money for many years. In the recent confer- 


ence it was admitted that revenues for the 
past seven or eight years have not been suffi- 
cient to meet operating expenses. In a letter 
to Mr. Dillon, Chairman Fitzhugh stated : 

“The electric, gas, water, and street railwa 
utilities in Hot Springs are all affiliate 
owned by the same holding company and un- 
der one management. The excess earnings of 
the Citizens Electric Company apparently 
have been used to subsidize the street railway 
company. 

“The department feels that each utility 
should be self-sustaining. Otherwise, cus- 
tomers of one would be paying expenses that 
should be borne by customers of another. The 
street railway company admittedly is not self- 
sustaining.” 


Grants Rural Permit 


T= state utilities commission granted au- 
thority to the city of Hope recently to 
build rural electrification lines to serve the 
area within a 7-mile radius of Hope, with the 
exception of the towns of Emmett and Wash- 
ington. 

Application was granted after the Arkan- 
sas Power and Light Company withdrew its 
petition to construct a 16-mile line to serve 
the area around Rocky Mound, a community 
east of Hope. 

The power company was granted a permit 
to furnish electric current to the Lake Dick 
Resettlement Administration project in Jeffer- 
son county. Decision on the application had 
been withheld pending word from RA and 
REA authorities. The petition was granted 
on recommendation of T. Roy Reid, regional 
RA director. 

Hearing on the Hope application, which 
was filed after the Hope city council passed 
an ordinance early last month permitting its 
municipal plant to enter the rural electrifica- 
tion field, was attended by Mayor Albert 
Graves, City Attorney W. A. Adkins, Alder- 
man L. Carter Johnson, and other Hope 
officials and citizens. 


Colorado 


Predicts Rate Cut 


M<= Benjamin F. Stapleton, of Denver, 
recently announced “that he bad assur- 
ances from officials of the Public Service 
Company of Colorado that electric rates will 
be reduced in the near future and that gas 
rates will be lowered, if it is at all possible.” 
Mayor Stapleton said he would insist on a re- 
duction in gas rates and that he had definite 
assurance of lower electric charges. 

The mayor said he had had his own inde- 
pendent survey of the rate situation made by 
city experts and that the report had been 


completed. He said he did not think any addi- 
tional extensive survey was necessary. 


Files Reduction Notice 


otices of electric rate reductions for the 

Boulder and Sterling areas were filed 
with the state public utilities commission on 
June 7th by the Public Service Company 
of Colorado, effective immediately. 

The reductions, it was said, would effect 
savings of at least $20,000 annually for con- 
sumers in the two areas, which cover Boulder 
and Sterling and adjoining cities and towns. 
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Connecticut 


Telephone Bill Vetoed 


OVERNOR Cross, by a veto sent to the sec- 
G retary of the state on June 17th, killed 
the French telephone bill that Representative 
Daniel J. Mahaney, of Waterbury, got through 
the house of representatives over the opposi- 
tion of the judiciary committee. 


The bill would have forbade the Southern 
New England Telephone Company to make 
extra charge for a French type telephone. 
Governor Cross’s one-sentence veto message 
said that he was withholding his approval 
“for the reason that the fixing of utility rates 
is a function of the public utilities commis- 
sion.” 


Georgia 


Seeks Phone Rate Cut 


HE state public service commission, on 

June 10th, cited the Southern Bell Tele- 
phone Company to show cause why its local 
rates should not be reduced in 66 of the cities 
and towns in which it operates and also to 
show cause why its intrastate long distance 
rates all over Georgia should not be slashed. 
Hearing was set for July 20th. 

In addition, the telephone company was 
called upon to show cause why its charges 
for extra service, such as handsets, exten- 
sions, long cords, limited service phones, and 
dial charges, should not be reduced. 

The commission order, voted on motion of 


Chairman Jud P. Wilhoit, also called upon the 
telephone company to show cause “why the 
rate for depreciation should not be fixed by 
the commission for the year 1938 and annually 
thereafter.” Chairman Wilhoit declared: that 
the investigation of the commission, already 
made, showed that the income of the telephone 
company at present is higher than at any time 
since 1929. In the 66 cities and towns in- 
volved the magneto type telephone or sets 
with a hand crank attached is in service. 
Discussing the case, Chairman Wilhoit said 
the 66 towns where the “crank” sets are in 
service were selected by the commission be- 
cause subscribers in the towns had been ask- 
ing for improved service, even at higher rates. 


Indiana 


Utility Evaluation Increased 


NCREASED tax evaluations for several classes 

of utilities in the state were listed recently 
by the state tax board. The evaluations, it was 
said, are subject to rehearing before the tax 
board. They did not include local evalua- 
tions of real estate and personal property. 

Totals of the classes were: Telephone com- 
panies, $80,134,579, an increase of $6,460,748 
over the 1936 evaluation; public utilities, 
$218,056,710, increase of $9,881,723; municipal 
utilities, $34,029,197, increase of $3,021,832; 
telegraph companies, $6,978,214, increase of 
$2,169,346, and car equipment, $3,010,970 in- 
crease of $2,463. 

Total state board evaluation of all utilities 
in the state for 1938 was $668,635,160. 


Utility Private Firm 


} pe eogge!- municipally owned electric 
plant, which serves a railroad and two 
residences, is not a public utility. The state 
supreme court arrived at that decision last 
month in reversing the finding of the Henry 
county circuit court in which the plea of the 
Public Service Company of Indiana for an 
injunction against the municipal plant to pre- 
vent it from further serving Newcastle resi- 
dences was denied. 

The supreme court sent the case back to 
Henry county with instructions that the lower 
court uphold the Public Service Company’s 
demand for a new trial. The court ruled the 
plant was not a utility since it has not been so 
designated by the city’s council or residents. 


Michigan 
which darkened almost every home in the 
Saginaw valley on June 9th and paralyzed 


industry for more than seventeen hours that 
he was inquiring into means of singling them 


Strikers Stir Wrath 


OVERNOR Murphy recently warned “irre- 
sponsible” leaders of the power strike 
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out for prosecution. At the same time, he 
intimated that the state may carry on utility 
operations if labor trouble recurs in public 
utilities, against which striking is illegal un- 
der a state law passed before the World War. 

Governor Murphy made his statement after 
a 3-hour conference with the sheriffs of three 
Saginaw valley counties—Bay, Saginaw, and 
Genesee. Also present were Oscar G. Olan- 
der, State Commissioner of Public Safety; 
Colonel John S. Bersey of the Michigan Na- 
tional Guard and ranking officer of that force; 
State Representative Frank J. Berka of Sagi- 
naw, and a representative of the attorney gen- 
eral’s office. 


To Set Rural Power Rate 


oer owned electric power companies 
sent spokesmen to Lansing on June 18 
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for a state public utilities commission hearing 
to determine wholesale power rates for farm- 
ers’.codperative rural electrification associa- 
tions, part of the REA’s $3,000,000 program in 
the state. 

Detroit Edison Company and Consumers 
Power Company lines now serve most of the 
50,000 farm homes which have electricity. 
Five REA-initiated codperatives were re- 
ported ready to give service to 22,000 more. 
Michigan has 196,000 buildings classed as 
farm homes. 

The hearing was ordered by the commission 
as a part of its effort to assist the REA, it 
was said. Nearly thirty utilities were notified 
to be present. Although upper peninsula com- 
panies urged they be given more time to 
gather price data, the state public utilities com- 
mission declined to postpone the session for 
this reason. 


Minnesota 


Granted Appeal Extension 


AY order was filed on June 18th in Ram- 
sey county district court giving the Tri- 
State Telephone & Telegraph Company an ex- 
tension of time to perfect its appeal from 





5 


Judge Gustavus Loevinger’s decision uphold- 
ing the state railroad and warehouse commis- 
sion order directing a reduction in telephone 
rates in the St. Paul area. 

The extension is from June 30th to July 
30th. 






Mississipp1 


New Power Line Announced 


HE War Department was reported re- 

cently to have definitely decided to con- 
struct a 110,000-volt transmission line from 
the TVA distributing system at Pontotoc to 
the site of the government’s proposed $14,- 
000,000 dam six miles from Sardis in Panola 
county. L. J. Folse, director of the Mississippi 
Planning Commission, made the announce- 
ment. Mr. Folse said this would mark the 


¥ 


beginning of the extension of TVA lines into 
all parts of North Mississippi, including 
Clarksdale. Five or six rural electrification 
associations already have been organized in 
north and central as well as Delta regions 
which will eventually be hooked up with TVA 
power, according to Mr. Folse. 

He said construction of the TVA line to 
Sardis would make it possible for all north 
Mississippi within a short time to avail itself 
of cheap electric current. 


Missouri 


To Renew St. Louis Gas Probe 


iy was stated at the state public service com- 

mission’s office on June 11th that there was 
a likelihood that within the next thirty days 
that body would renew its inquiry into the 
question of a supply of natural gas for the 
city of St. Louis. 

In the testimony taken in these hearings offi- 
cials of the Laclede Gas Company said that 
the expense of changing appliances for 180,- 
000 consumers of gas in St. Louis would be 
prohibitive. 

The plan tentatively under consideration for 


53 





reopening of the inquiry would permit testi- 
mony by Chief Engineer S. B. Nelson and 
Assistant Engineer H. C. Brockhoff of the 
commission to testify as to the cost of chang- 
ing to straight natural gas in the cities of 
New Orleans and Memphis. 

In the former hearings Nelson and his en- 
gineers figured that changes of appliances 
should not cost the company in excess of $510,- 
000. Engineers for the Laclede Company tes- 
tified that the change would cost the com- 
pany $1,500,000. Nelson was said to have fig- 
ures showing that change over for 68,105 cus- 
tomers in New Orleans was $1.67 for each, 
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and that in Memphis the change for 30,600 
customers was $2.54 each. Laclede Company 
officials would be summoned to hear this testi- 
mony when the inquiry is resumed. 


City Loses in Gas Suit 


ro Judge Davis, on June 9th, over- 
ruled a motion which had been filed by the 
city of St. Louis to require the Laclede Gas 
Company to deposit in Federal court registry 
5 per cent of its gross receipts from the sale 
of gas since March 20th last year when a city 
ordinance imposing a tax of that amount 


against the gas company became effective. 

The city sought impounding of the funds 
pending determination of a suit the gas com- 
pany has brought attacking the constitution- 
ality of the tax and seeking invalidation of 
the ordinance. Judge Davis’s ruling was made 
without comment. 

The tax was imposed for use of the streets 
by companies distributing gas. City Counselor 
Wayman claimed it has priority over payment 
of interest on the company’s outstanding obli- 
gations and unless the tax was impounded the 
city would be deprived of its right to collec- 
tion prior to payment of the interest. 


Montana 


Metered Water System Pressed 


| Bemecasees that the city of Helena would, 
at the end of the present irrrigation sea- 
son, begin its campaign for a 100 per cent 
metered water system with water rates ad- 
justed downward for the average home owner 
was given by Mayor Albert J. Roberts at a 
recent council session. 

The ruling of the state railroad commission 
on June 12th denying petition of the city to 
put the proposed new rates into effect was not 
a defeat for the city, Mayor Roberts asserted, 
but left the matter to its own responsibility. 
The commission ruled that it had no power 
over the installation of meters and that the 
city council had exclusive jurisdiction. The 
city council last February adopted a resolution 
to make property owners put in meters, and 
approved a schedule of rates which raised the 
price on some large consumers and was in- 
tended to lower rates for small consumers 
using limited quantities of water. 

Mayor Roberts asserted the city, unless 
something unforeseen occurs, should go ahead 
with installation of meters and put its pro- 
posed new rates into effect. He said the sys- 
tem should be all meter or all flat rate. 


It was estimated by the city that the meters 
could be installed for $25,000, while enlarging 
the water supply would cost $400,000. It was 
expected that installation of the meters would 
take two years. It was also anticipated that 
the cost of the system would be saved the 
water department in a few years. 


Cut Benefits Farm Area 


10 PER cent reduction of its wholesale rate 
for electricity, ordered by the Montana 
Power Company, effective July lst, was ex- 
pected to stimulate the rural electrification of 
the state for the benefit of farmers and rural, 
communities and sections to a large extent. 
After conferences with the state railroad 
and public service commission, the company 
announced the reduction. The benefit from the 
reduction will be enjoyed by seven existing 
small companies that buy and resell Montana 
Power Company electricity and any new com- 
panies that enter the field. It was estimated 
that the seven companies would make an an- 
nual saving on account of the cut of $3,000, 
and rural power companies would be enabled 
to conduct business on a smaller outlay of 
capital. 


New Mexico 


Rescinds REA Loan 


uRAL Electrification Administrator John 
M. Carmody on June 15th announced the 
rescission of a $56,000 allotment for a rural 
electrification project in Valencia county, be- 
cause the power company, since allotment was 
made, has built into the territory to such an 
extent that the project at the present time is 
not economically feasible. 
At the same time Administrator Carmody 
expressed apprehension over the future of any 
cooperative rural electrification projects in 
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New Mexico because of a provision of the 
new rural electrification legislation, the Elec- 
tric Membership Corporation Act, approved 
March 15th. Although REA recently allotted 
$104,000 to be used for line construction in 
Eddy county, Mr. Carmody expressed a fear 
that this project would never be built. More- 
over, unless the state authorities revise the 
action they have already taken, he said, “there 
will be no way for the Rural Electrification 
Administration to lend New Mexico farmers 
one cent of the funds voted by Congress to 
build rural electrification lines.” 
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In discussing the spite-line, cream-skimming 
tactics of the utility company, which resulted 
in REA abandonment, Mr. Carmody said: 

“Those farmers in the less profitable parts 


of the project area will probably wait many 
years for service. All of them are now at the 
mercy of a monopoly so far as rates and con- 
ditions of service are concerned.” 


New York 


Municipal Plants Ordered to Cut 
Rates 


PD grencew heavy profits by municipally 
owned electric plants, the state public 
service commission last month demanded a 
statewide reduction in rates in more than a 
score of communities. Asserting that many 
plants earned rates of return during the last 
fiscal period, covered by their reports to the 
commission, ranging from around 11 per cent 
to a high of 141.1 per cent, the state regula- 
tory body served notice to the municipalities 
that materially reduced rates should be filed 
immediately. Pending replies, no formal pro- 
ceedings will be instituted by the commission. 
That body, however, made it clear that it 
wished to be advised immediately whether a 
reduction would be made and the extent of 
such reduction. 

The commission’s action was said to be the 
first of such a broad nature ever undertaken 
by that body against the municipal power 
ventures. It followed the commission’s unsuc- 
cessful efforts to have the state legislature 
give it authority to limit rates charged by 
municipalities to the actual cost of rendering 
service. The commission’s proposal had the 
endorsement of Governor Lehman, as both 
have been considering steps to stop diversion 
of large sums by municipal electric plants for 
various other municipal purposes, “thereby 
burdening ratepayers and customers of the 
plant for services other than rendering gas 
and electricity.” 

Municipalities advised to make the reduc- 
tions included: Dunkirk, Jamestown, Akron, 
Angelica, Delegan, Endicott, Frankfort, Green 
Island, Greenport, Groton, Hamilton, Herki- 
mer, Lake P acid, Little Valley, Macedon, 
Marathon, Port Byron, Richmondville, Rouses 
Point, Savannah, Sherburne, Skaneateles, 
Springville, and Tupper Lake. 


Prescribes Accounting Systems 


T? state public service commission on 
June 18th announced that it had prescribed 
accounting systems to be followed by gas and 
steam corporations in New York state. The 
new procedure is to become effective on Jan- 
uary 1, 1938, for gas corporations with rev- 
enues of more than $250,000 a year and for 
steam corporations with revenues exceeding 
$100,000 a year. 

The new systems were said to be similar 


to the system recently prescribed for electric 
companies with revenues of more than $250,- 
000 annually, and, like the electric system, they 
were patterned largely after prior systems by 
the commissions for these classes of utilities. 

The commission, it was announced, is draft- 
ing a separate system of accounts for gas util- 
ities with revenues less than $250,000 a year, 
— will be embodied in a separate set of 
rules, 

One of the principal differences between 
the accounting systems now prescribed and the 
systems which the commission issued in 1934 
is in depreciation. This change was said to 
be the result of a court decision on the 1934 
systems which was interpreted to mean that 
the commission could not prescribe any spe- 
cific method of accounting for depreciation. 

On original cost, the new systems follow the 
decision of the United States Supreme Court 
on the telephone accounting system prescribed 
by the Federal Communications Commission. 
The new state systems require that original 
cost be shown separately and that any excess 
actually paid over original cost (less accrued 
depreciation) be shown in an acquisition ad- 
justment account. 

There is no requirement that any part of 
this amount be written off, but there is a pro- 
vision that companies submit their program 
for depreciation, amortization, or other dis- 
position. This is not expected to prevent the 
commission from ordering amounts to be writ- 
ten off when the facts in a particular case 
justify it. 


Cities Plan Utility Tax 


T ax Commissioner Mark Graves announced 
recently that “at least” 40 cities were pre- 
paring to levy a municipal tax on receipts 
of utility companies to raise unemployment 
relief funds. 

Municipalities were authorized to impose 
the tax by the 1937 legislature under the new 
Buckley law. The law authorizes the state 
to levy a 2 per cent tax and cities a one per 
cent tax on the gross incomes of utilities. It 
was enacted by the legislature and approved 
by Governor Lehman after the governor had 
been accused of failing to provide in his 1937- 
38 executive budget for unemployment relief 
in the first six months of 1938. The state tax 
is estimated to yield $24,000,000. 

Commissioner Graves said many hotels and 
apartment houses which submeter electricity or 
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similar utility services, or which furnish cen- 
tral telephone service, would be surprised to 
find they are taxable on income from this 
source. He also explained that in the eyes of 
the law a stockyard is a utility, and conse- 
quently the one business of this type in the 
state would be subject to the tax. 

Other businesses which fall into the taxable 
group for gross income, the commissioner 


said, are gas, electricity, steam, water, refrig- 
eration, telephone, telegraph, street surface, 
subway and elevated railroads, omnibus, ex- 
press, freight terminal, bridge, and baggage 
and transfer companies. 

In preparing for collection of the tax, Mr. 
Graves said, the tax department has prepared 
a model local ordinance which is being dis- 
tributed to standardize administration. 


Pennsylvania 


Signs Rural Electrification Bill 


Ge Earle on June 21st signed the 
rural electrification bill, designed to pro- 
vide low-cost electric service throughout 
Pennsylvania’s farm areas. The bill is modeled 
along lines suggested by the Federal Rural 
Electrification Administration in Washington 
as a standard for supplementary state legisla- 
tion. 

It permits the organization of nonprofit 
cooperative corporations to run power lines 
into areas where there is none, or where the 
present rates charged by utilities are too high 
for the farmers to pay. The cooperatives are 
permitted to borrow money from the REA, or 
from any other agency in order to set up 
much-needed service. 

Passage of the bill was considered a per- 
sonal victory for Governor Earle because it 
was the object of one of the most bitter 
behind-the-scenes attacks in the recent session 
of the state legislature, it was said. 


Verdict Upheld 


USAL of the state supreme court to grant 
R*. an appeal on June 9th was said to block 
the last possibility of the borough of Myers- 
town and the state public utilities commission 
to have overruled a superior court decision 
which denied the borough permission to con- 
struct a municipal electric light and power 
plant. 

Under a new law of the commission, how- 
ever, the municipality may construct a borough 
light plant without special permission provid- 
ing the plant operates within the borough’s 
borders. 

The proposed establishment of the plant was 


opposed by the Metropolitan Edison Com- 
pany, now supplying electricity to the territory. 

he borough and the utility commission 
based their petitions to the state’s highest tri- 
bunal on the contention that the lower court 
was in error in estimating the gross annual 
revenue of a municipal plant and system at 
$48,869 because the annual revenue of the 
Metropolitan Company averages $48,000. The 
plaintiffs averred there was no definite way of 
estimating what it would cost to install a 
municipal plant but declared it would be con- 
siderably less than the estimate of the superior 
court. 


Launches Rate Cut Campaign 


Tz state public utility commission on June 
9th launched its long-anticipated campaign 
to lower utility rates in Pennsylvania by arbi- 
trarily fixing temporary charges. Commis- 
sioner Richard J. Beamish served notice on the 
Edison Light and Power Company, of York, 
that he would “advise” the commission that 
the time was proper for fixing rates for that 
utility. The announcement was made during 
a hearing on the commission’s investigation 
into the company’s rate structure. 

A hearing was set for June 23rd on the com- 
mission’s proposed action, which would invoke 
provisions in the new PUC regulatory law 
permitting the state body to fix temporary 
rates which may continue during litigation in 
any rate case. 

Clarence Miles, counsel for the Edison 
Light and Power Company, indicated his client 
would fight the move, if carried out, by pro- 
testing the constitutionality of the section of 
the regulatory law under which Beamish said 
he would act. 


South Carolina 


Injunction Halts Construction 


HE U. S. Circuit Court of Appeals on June 
Tits granted a temporary injunction hold- 
ing up construction of the proposed Buzzard’s 
Roost hydroelectric project in Greenwood 
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refrig- 
urface, 
us, ex- 
aggage 


1X, Mr. 
epared 
ig dis- 
l. 


THE MARCH 


District Judge J. Lyles Glenn upholding the 
county’s right to build the project. 

The appellate court agreed to an early 
hearing on the appeal. Judge Parker said 
arguments would be heard about August Ist, 
probably at Asheville. Attorneys on both sides 
agreed to have their records and pleadings in 
the hands of the court by the middle of July. 

The court’s injunction will prevent work on 
the project pending the outcome of the appeal 
but it agreed to allow the $150,000 for legal 
expenses, administration and acquirement of 


> 


OF EVENTS 


options on land which would be involved in 
the power project. Previously the Public 
Works Administration had granted $200,000 
to Greenwood county for similar administra- 
tive expenses. 

Judge Parker said the court would expedite 
its opinion after the hearing in the hope 
that the U. S. Supreme Court would hear 
the final appeal at its October term. He 
explained that in allowing the preliminary 
grant the court was not giving any opinion on 
the legality of the project. 


‘Tennessee 


Sign Power Pact 


HE Chattanooga Electric Power Board, 
T representing the city, entered into a 20- 
year contract with the Tennessee Valley Au- 
thority for electricity on June 17th, including 
negotiations which have been in progress for 


> 


more than a year. James Lawrence Fly, chief 
counsel, said it was accepted by the power 
board, headed by Colonel Harold C. Fiske. 

Fiske said that unless some extraordinary 
obstacle intervened, he was confident low-cost 
power could be furnished to Chattanooga 
within a year. 


Wisconsin 


Power District Law Upheld 


Te state supreme court on June 8th 


handed down a decision holding constitu- 
tional the law permitting adjacent towns, vil- 
lages, and cities to form intercounty municipal 
power districts for public ownership electrical 
utility plants. The action was brought by the 
Clam River Electric Company in an attempt 
to prevent formation of an intercounty power 
district in Polk and Burnett counties. 

Although the court distinctly declared the 
law constitutional, it held against the state 
public service commission in this particular 
case on the ground that the commission order 
did not distinctly pass on the feasibility or 
nonfeasibility of the power district proposed, 
thereby not complying with the statute. 

The court held that validity of the statute 
rests on whether it is a lawful delegation of 
power by the legislature to the commission, 
adding that a standard was set up for the com- 
mission’s order in the demand for a commis- 
sion determination of feasibility of a proposed 
power district. 

The power district in Burnette and Polk 
counties was the first to be created under the 
law passed by the Wisconsin legislature of 
1931 to give to adjacent municipalities the 
same right to establish municipal utilities now 
accorded single municipalities. 


Senate Passes “Little TVA” Bill 


HE highly controversial “littke TVA” bill, 
A probably the most radical proposal ever 
laid before a Wisconsin legislature, was 


57 


passed by the state senate on June 16th at the 
end of a 6-hour fight by the close vote of 17 
to 15. Although an identical bill had previously 
been passed by the house, the assembly would 
have to concur on the senate bill to complete 
enactment. 

The bill, which opponents labeled “a danger- 
ous beginning of state socialism,” would set up 
a Wisconsin Development Authority to en- 
courage and promote the creation of municipal 
power districts and rural electric codperatives. 

As indicated by the bitter three months’ 
legislative battle that followed its introduc- 
tion, the measure was said to have precipitated 
one of the most turbulent senate sessions in 
recent years when it was called for a vote. 
During the battle ten opposition senators twice 
fled from the chamber in a last desperate effort 
to halt final action. They left first after a 
futile effort to have the proposal laid over for 
a week, and again when efforts to have action 
indefinitely postponed failed. 

Both times the senators returned voluntarily. 
But their second reappearance did not come 
until the sergeant-at-arms force, armed with 
subpoenas, ordered by an angry Progressive 
bloc, had searched the city and vicinity for 
several hours in an unsuccessful effort to 
round them up. 

Early concurrence in one of the measures by 
both houses was regarded as certain. The 
bills authorize the WDA to go into the power 
business by purchase or construction, to bor- 
row money and issue certificates, and to ac- 
quire real estate and personal property. It 
wee be financed by an annual appropriation 
of 000. 
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The Latest Utility Rulings 





Sales Tax As Part of Commodity Price Is 
Collectible by Utility 


HE supreme court of Arkansas up- 

held the right of an electric com- 
pany to discontinue service for failure of 
a customer to pay a state sales tax on 
electricity. The court also held that the 
obligation of the customer under a chat- 
tel mortgage to pay his bills included the 
obligation to pay the sales tax. 

A rice grower financially unable to pay 
for current monthly as bills were ren- 
dered had given a chattel mortgage to the 
company to secure payment. Bills were 
to be paid out of the proceeds of his crop 
when harvested. The customer paid the 
account except for a 2 per cent sales tax 
and when the company refused to cancel 
and surrender the mortgage, but instead 
threatened to discontinue service for non- 
payment, suit was brought to cancel the 
mortgage and enjoin discontinuance of 
service. A decree by a lower court in 
favor of the customer was reversed on 


appeal to the state supreme court. 

It was argued that the sales tax was not 
a debt secured by the mortgage and that 
the right to enforce payment of the tax 
was vested solely in the Commissioner of 
Revenues. The court conceded that such 
a tax is not a debt in the sense that it is 
an obligation incurred by contract, al- 
though in this particular case the con- 
trary appeared to be true, for the service 
application contained a clause providing 
for the addition of direct taxes to the es- 
tablished rates. 

The court held that the customer was 
liable and must pay the tax, that the 
obligation was implied by law. The seller 
of electricity was made responsible by 
the taxing statutes for collection of the 
tax, and, in the words of the court, “the 
tax is a part of the cost to the consumer 
of the article sold.” Arkansas Power & 
Light Co. v. Roth, 104 S.W. (2d) 207. 


e 


Authorized Depreciation Allowance Not 
Subject to Variation 


HE Missouri commission, in fixing 
the annual depreciation allowance to 
be set aside by the St. Joseph Railway, 
Light, Heat and Power Company, denied 
a request by the company that it be per- 
mitted and authorized, if deemed advis- 
able, to set aside a smaller amount in one 
year and then set aside the following year 
an equal amount in excess of the annual 
allowance. The company asserted that 
such a plan would be helpful to it in view 
of the fact of substituted service that was 
being performed by the company in the 
nature of busses and trolley coaches and 
would also aid the company in a financial 
way. 
The statute was construed as empower- 
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ing the commission to fix a depreciation 
annuity annually, it being intended that 
the retirement reserve ascertained or de- 
termined by the commission should be set 
aside by the company out of moneys or 
funds derived from earnings. The stat- 
ute, it was said, does not contemplate 
that the depreciation fund or retirement 
reserve should be so fixed by the com- 
mission that one year the company would 
be able to set aside a certain amount and 
the following year set aside an amount 
in excess of the amount set aside in that 
year. 

The commission said that under the 
statute the company is obligated as a mat- 
ter of law to set aside each year the de- 
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preciation annuity as provided by the 
commission, and the only way that the 
company should be permitted or author- 
ized to deviate from setting aside that 


OMPLAINT was filed by a carriers’ 
protective committee against un- 
authorized operation by the holder of a 
certificate of convenience and necessity. 
The complaint was sworn to by counsel 
for the committee. A motion to dismiss 
the complaint on the ground that the com- 
plainant was not entitled to appear and 
that the complaint was not properly sub- 
scribed was dismissed by the Pennsyl- 
vania commission with the statement 
which follows: 


amount would be by the commission issu- 
ing another order authorizing the same. 
Re St. Joseph Railway, Light, Heat and 
Power Co. (Case No. 7630). 


7 


Complaint by Protective Committee 


The complainant committee is composed 
of a group of rail carriers and certificated 
motor carriers operating under the juris- 
diction of this commission. They are directly 
interested in transportation for hire and 
some of them are authorized to render the 
service in which respondent is engaged. In 
our opinion, the complainant is entitled to 
file a complaint. The subscribing of its af- 
fidavit by counsel is a sufficient compliance 
with the law. 


Carriers’ Protective Committee v. Born- 
stein (Complaint Docket No. 11324). 


Municipal Plant Competition Must Be Justified 
by Proof As to Rates and Service 


N order of the Pennsylvania com- 
mission authorizing the construc- 
tion and operation of a municipal electric 
plant in territory served by a private elec- 
tric company was reversed by the su- 
perior court on the ground that public 
convenience and necessity had not been 
proven. A reservation in a public utility 
franchise giving the municipality the 
right to construct a plant was held to be 
immaterial, since the right of the munici- 
pality to construct its plant as between 
it and the company was not questioned, 
but the condition precedent to the exer- 
cise of such right was the obtaining of a 
certificate of public convenience from 
the commission, and the commission was 
required to determine whether a munici- 
pal plant was “necessary or proper for 
the service, accommodation, conven- 
ience, or safety of the public.” 

The policy of the state relating to the 
regulation of public service companies as 
set forth by legislative enactments and 
judicial interpretations thereof, accord- 
ing to the court, had been that of regu- 
lated monopoly as opposed to unre- 
strained competition. Public utilities, it 


was said, could expect to be protected 
from unfair and ruinous competition if 
they rendered adequate service to the 
public at reasonable rates. Counsel for 
the commission argued that the commis- 
sion had changed its established policy of 
noncompetition. The court took the posi- 
tion that the commission’s change of 
policy from one of regulated monopoly 
to one which it called regulated com- 
petition by municipalities would not in 
itself require a reversal of a commission 
order, but the commission could not 
under the guise of regulation act arbi- 
trarily, nor could it capriciously exercise 
the functions lodged in it. 

The court was not unmindful of the 
difficulty which would confront the mu- 
nicipality in trying to submit adequate 
evidence that rates charged locally were 
unreasonable, but, in the words of 
Rhodes, J., delivering the opinion: 


But if it could be shown that a municipal 
plant could be built, capable of generating 
and supplying electricity to the borough and 
the residents thereof, as now furnished by 
appellant, for such a sum and operated for 
such costs as to permit rates, producing a 
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fair return on the investment, less than 
those charged by appellant, it would tend 
to demonstrate that appellant’s local rates 
are unfair and unreasonable for the service 
rendered. Appellant should be able to fur- 
nish current at lower rates than a local plant. 
The only justification for merger and con- 
solidation of small plants into a large sys- 
tem is the ability of the large corporation to 
furnish better and more adequate service at 
lower rates. If the result of such merger 
and consolidation is to charge the public 
higher rates than those at which a local 
plant could furnish like service, then there 
is no reason or excuse for the continuance 
of its exclusive franchise, and competition, 
municipal or otherwise, may properly be 


permitted. The commission has made no 
finding as to the cost of such a municipal 
plant, or the probable operating expenses. 
It has made no finding that the proposed 
plant is capable of producing the estimated 
gross revenues; but the record does dis- 
close that the plant as initially designed, 
with only three generating units, could not 
meet the maximum demand admitted by the 
borough’s engineer. An assumption that the 
proposed plant would yield a fair return on 
the investment is unwarranted in the ab- 
sence of proper findings supported by evi- 
dence. 


Metropolitan Edison Co. v. Public Serv- 
ice Commission, 191 Atl. 678. 


€ 


Limited Life of Gas Fields Not a Basis for 


Amortizing Distribution System 


HE public utilities commission of 

Ohio, in considering an appeal by a 
natural gas distributing company from a 
rate ordinance, rejected a contention that 
an allowance should be made for amorti- 
zation because of the anticipated termina- 
tion of business in the city upon the ex- 
haustion of natural gas supplies. The 
commission, in making this determina- 
tion, said: 

There is nothing in the evidence to cause 
any fear as to the future of this company 
and we must conclude that the company is 
not entitled to an allowance in this case for 
amortization of its Springfield property. In 
connection with what we have here said, 
let there be no confusion between deprecia- 
tion and depletion allowances for units of 
property incidentally consumed in the oper- 
ation of a business, and an amortization of 
the property of a company based upon the 
theory that the business, for some extrane- 
ous reason, must end without consumption 
of part or all of the property in the opera- 
tion of the business. 


Testimony had been submitted that the 
life of the gas fields was about twenty- 
five years. The commission, however, re- 
ferred to the fact that in other cases in- 
volving the same sources of supply there 
had been estimates that natural gas would 
be available for an indefinite time in the 
iuture. 

An allowance of 6 per cent was made 
for return, but Commissioner Williams 
in a dissenting opinion expressed the be- 
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lief that a return of 64 per cent should 
be allowed. He made no claim that 6 per 
cent was confiscation, but said that 
“equity stockholders should have protec- 
tion commensurate with the risk taken.” 
He disagreed with a contention that the 
risk incident to the ownership and opera- 
tion of a natural gas distribution plant 
was less than that incident to the owner- 
ship and operation of a natural gas pro- 
duction and transmission system. He 
said that it was speculative and prob- 
lematical as to when, if at all, it would 
become impracticable to supply natural 
gas to consumers in the city. He con- 
tinued : 

Our courts have made allowances in lieu 
of certain depleted assets .. . What would 
be a more depleted asset than an empty dis- 
tribution system? It is contended that this 
system might be used in the distribution of 
artificial or manufactured gas. I am unable 
to adopt this conclusion. The price of such 
gas is necessarily high. Its heat content is 
low. It cannot compete with present-day use 
of coal, oil, and electricity. This contention 
is too speculative. Money for extension and 
rehabilitation cannot be secured on this 
basis, especially when viewed in conjunction 
with a .7 per cent depreciation allowance. 


The commission disallowed financing 
costs and going concern value as part of 
the rate base and disallowed as operating 
expenses estimates of income taxes not 
actually paid, donations and dues, rate 
case expenses so far as they might con- 
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ade no @ cern the testing of the ordinance rates, been shown. Commissioner Williams dis- 
—— and a reserve for injuries and damages. sented in regard to the management fee. 
Sean A management fee was also disallowed Re The Springfield Gas Co. (No. 
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TT? California statutes prescribe the 
procedure for obtaining increases in 
rates, among other things requiring a 
showing before the commission that an 
increase is justified. In a case where a 
public utility company had filed schedules 
modifying a fuel clause, considered by 
the commission to be in furtherance of 
determinations in a rate investigation, the 


was not equitably justified in then placing 
the schedules in effect, relying on the 
legal sufficiency of the action which the 
commission had taken. It was said that a 
failure on the part of the commission it- 
self “to follow some procedural provision 
of the statute may not be seized upon as 
a ground for a reparation award against 
a utility which has not violated any statu- 


= commission held that although it may not tory duty.” The right of recovery de- 
6 have made an exact finding on the reason- pends upon the statute and the claimant 
we ableness of the resulting rate increase, as must show that there has been a violation 
that contemplated by the statute, it was clear, _ by the utility of a duty imposed by one of 
—s nevertheless, that it intended its act to be the provisions of the statute. There can 
_ taken as completing the filings and mak- be no recovery of a charge made in ac- 
t the ing them the legal effective rates for the cordance with the rate filed and in effect 
cael future. without proof that the charge was in- 
plant The commission took the position that herently unreasonable or discriminatory. 
psec since the utility expressly requested the Re Los Angeles Gas & Electric Corpora- 
nl commission’s approval of schedules sub- tion, et al. (Decision No. 29670, Case 
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Regulation by Commission Properly 
Excludes Court Action 


ould ‘Ee exclusive nature of the jurisdic- one community might adopt different 
a tion of public service commissions regulations than in another. The courts, 
Be is discussed by the Kentucky Court of it was said, cannot compel or control the 
able Appeals in a decision wherein the com-_ exercise of legislative functions within 
such mission is held to have primary jurisdic- constitutional limitations. The legislative 
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tion over the question whether a tele- 
phone company should restrict calls from 
a subscriber’s station to exchange calls, 
or, in the alternative, should exempt the 
subscriber from liability for tolls for 
which he has not consented to pay. 

The court pointed to the fact that the 


right to establish agencies such as com- 
missions, it was said, has never been 
questioned. Judge Baird, speaking for 
the court, continued : 

For many years, boards or commissions 


have been operating in the state and much 
longer in the nation. We have what is known 


t of commission had been set up as an ad- as the Kentucky Railroad Commission, 
ing ministrative agency to regulate rates and Workmen's — Lag aie. and ~d 

. : many years we had what is known as the 
not service and that if courts attempted to Prison Comeniseion, the Hinctiod: Cesstale- 


ate 
on- 


regulate such matters, confusion and un- 
certainty would follow because a court in 


sion and many others. The Federal govern- 
ment has now an Interstate Commerce 
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Commission, which was established in the 
year 1887; a Federal Trade Commission, a 
Shipping Board Commission, and possibly 
others. In fact, practically every state in the 
union now has laws creating utility com- 
missions with substantially the same powers 
as those vested in the Kentucky Public Serv- 
ice Commission, under consideration, which 
give in almost every instance, full and 
primary jurisdiction over the schedules, 
rates, services, rules, and regulations of 
public utilities. 


The constitutionality of the regulatory 
act was sustained as against a contention 
that it deprived the telephone subscriber 
of some inherent property right. The 
right to telephone service, it was said, is 
not inherent, nor is it a natural right. 
This right is not the same as the right to 
life, liberty, or property. The right to 
telephone service comes to the subscriber 
by virtue of the law, and he is a member 
of society and his rights must be consis- 


CALIFORNIA court held that a quo 

warranto proceeding could not pro- 
perly be sustained to cancel a franchise 
for nonuser and abandonment where ser- 
vice was actually being rendered, not- 
withstanding allegations that the service 
rendered was a sham and pretense and 
that in fact no service at all was being ren- 
dered because of its claimed inadequacy. 
The court pointed out that the railroad 
commission had exclusive jurisdiction to 
determine the adequacy of service actual- 
ly being rendered under a franchise by 
any public utility. People ex rel. Boole v. 
Northwestern Pacific Railroad Co. (66 P. 
(2d) 697). 


The Colorado commission denied au- 
thority to operate private carrier motor 
vehicles for hire where the applicant had 
illegally operated without authority, the 
commission stating that on a number of 
occasions it had ruled that the authority 
to haul for hire should not be granted to 
individuals who have persistently flouted 


tent with society as a whole, it was said. 

The court found nothing objectionable 
in the fact that while the commission on 
its own motion could hear any complaint, 
the commission was not required to hear 
a complaint unless it was signed by ten 
persons. On this point the court declared: 


We think the legislature had the authority 
to invest some discretion in the commission 
as the representative of the public in the 
number of persons necessary to make a 
complaint and also to state that the number 
of ten was reasonable to make said com- 
plaint, because to give a single subscriber the 
authority to make the complaint, would lead 
to confusion as well as unnecessary annoy- 
ance and might affect the duties and pur- 
poses of the commission in representing the 
best interest of the subscribers of the tele- 
phone company. 


Smith v. Southern Bell Telephone and 
Telegraph Co. 


e 


Other Important Rulings 


the law. Re Keck et al. (Application 
Nos. 3814-PP, 3817-PP, 3821-PP, De- 
cision No. 9907). 


The New York commission held that 
salaries of commissioners constituting a 
municipal grade crossing commission 
were not a part of the cost of the elimina- 
tion of several grade crossings of a rail- 
road any more than the salaries and ex- 
penses of the public service commission 
would be chargeable to any elimination 
project. Re Syracuse Grade Crossing 
Commission (Case No. 4977). 


The New York commission denied au- 
thority to extend an omnibus line into 
sparsely settled territory where business 
would not be sufficient to maintain the 
operation and the loss would have to be 
taken care of by other operations of the 
company, thereby imposing a burden 
upon its other lines and to passengers 
using such lines. Re United Transporta- 
tion Co., Inc. (Case No. 6074). 


Note.—The cases above referred to, where decided by courts or regulatory commissions, 
will be published in full or abstracted in Public Utilities Reports. 
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tor, 385; contractor’s profit, 408 ; financing 
cost, 408 ; going value, 408; necessity of 
finding, 408 ; overheads, 408 ; recent cost and 
book cost, 385; substitute materials, 385; 
working capital, 408. 

Witnesses, credibility, 385. 
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TENNESSEE RAILROAD AND PUBLIC UTILITIES COMMISSION 


Re West Tennessee Power & Light 
Company 


[Docket No. 2030.] 


Monopoly and competition, § 54.1 — Rural electric extensions — Territory to be 
served by cooperative association. 


The greater good to the greater number would be best served by denying 
to a power company authority to construct rural electric lines, even though 
this denial may temporarily embarrass some of the prospective customers 
who would immediately obtain electric service otherwise, where the exten- 
sion would parallel proposed lines of a codperative association which pro- 
poses to serve nearly double the number of customers which are regarded 
as prospects by the power company and the proposed extension by the 
power company would seriously injure the program of the codperative 
association, thereby rendering the cost of furnishing service to certain 
groups uneconomical and prohibitive. 


Monopoly and competition, § 54.1 — Codéperative association — Private utility. 
Discussion by Tennessee Commission of the lack of jurisdiction of the 
Commission over cooperative associations, and the problems arising from 
the entry of such associations into the utility field, wherein codperatives 
are brought in conflict with privately owned and operated utilities, p. 372. 


[May 18, 1937.] 


a by electric utility company for authority to make 
rural extensions; granted in part and denied in part. 


> 


By the Commission: This Com- 
mission on January 1, 1937, in Docket 
No. 2025, on its own initiative, issued 
an order requiring all public utility 
companies operating in the state of 
Tennessee to obtain approval of the 
Commission before beginning the con- 
struction of any line extension, the 


Company, a privately owned utility 
operating in Madison county and sev- 
eral other West Tennessee counties, 
made application with the Railroad 
and Public Utilities Commission on 
January 11, 1937, for authorization 
to construct three rural extensions to 
its present rural lines. Each of these 


voltage of which is to be operated at 
or in excess of 4,000 volts, or where 
the cost of such extension exceeds 
$5,000. 

In compliance with this order the 
West Tennessee Power & Light 


[24] 369 


extensions was to be operated in ex- 

cess of 4,000 volts, though each was 

to be for a cost of less than $5,000. 
We are setting out below the ex- 

tensions in question: [Description of 

extensions omitted. ] 

18 P.U.R.(N.S.) 
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The petition sets out that the above 
three lines had been planned and sur- 
veyed and the necessary material or- 
dered prior to the issuance of the 
Commission’s order on January 1, 
1937. 

Parties interested in the extension 
of rural lines were notified of the peti- 
tion filed by the West Tennessee Pow- 
er & Light Company, and the South- 
west Tennessee Electric Membership 
Corporation, a corporation organized 
under the nonprofit electric member- 
ship codperative statutes of this state, 
filed a formal protest with the Com- 
mission opposing the granting of the 
authority requested by the West Ten- 
nessee Power & Light Company, and 
asked for an opportunity to be heard 
before the Commission in the matter. 

Upon receipt of protest the matter 
was set for hearing before the Com- 
mission on February 3, 1937. This 
case was heard before the Commis- 
sion on February 3, 1937, and at this 
hearing all interested parties were giv- 
en an opportunity to present such evi- 
dence and information as they de- 
sired. 

The West Tennessee Power & 
Light Company presented testimony 
showing that the West Tennessee 
Power & Light Company proposed to 
build three lines. 

1. Line No. 1 extends from the end 
of the present line on Humboldt road 
approximately 5 miles north of the 
city of Jackson to Fairview, a dis- 
tance of 4.1 miles. The company es- 
timated that it would serve on this 
extension approximately twelve cus- 
tomers with an estimated annual earn- 
ing of $360. The estimated cost of 
constructing this line was placed at 
$1,100. 

18 P.U.R.(N.S.) 


Representatives of the West Ten- 
nessee Power & Light Company tes. 
tified that it was necessary that this 
line be constructed in order to insure 
excellence of service between Jackson 
and territory in the neighborhood of 
Fairview, since by the construction of 
this line the West Tennessee Power 
& Light Company would be in posi- 
tion to furnish service through Hun. 
bolt or through Jackson, and would 
be of advantage to the company in 
furnishing the best possible service to 
its customers. 

2. Line No. 2 is the proposed line 
from the end of the present lines on 
the lower Brownsville road, approxi- 
mately 3 miles west of the city of 
Jackson to Witherspoon’s store, an 
approximate distance of 3.4 miles. 
The company estimated that it would 
serve approximately nineteen custom- 
ers on this extension with an estimat- 
ed annual earning of $570. 

3. Line No. 3 is a proposed line 
beginning at approximately 1,000 feet 
south of where the old Pinson road 
intersects the Harts Bridge road, ex- 
tending about one mile south. The 
exhibit sets forth that there were 
twelve prospective customers with an 
estimated annual earning of $360. 

It appears that the West Tennessee 
Power & Light Company does not 
have contracts with prospective cus- 
tomers but has completed surveys 
with reference to the three lines pro- 
posed and estimates that it will be 
able to serve twelve customers on each 
of two of the said lines and a few 
more than that on the third. 

The Southwest Tennessee Electric 
Membership Corporation has pro- 
posed, according to evidence present- 
ed at the hearing, a development for 
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rural electric service in Madison 
county since 1934, 

The Southwest Association is the 
successor of certain prior electric 
membership corporations projected 
for the same purpose, one of which 
was the Madison County Electric 
Membership Corporation. For rea- 
sons satisfactory to such associations, 
the project was finally united under 
one cooperative, that involved here, 
which proposes to serve rural users 
of electricity in Madison, Haywood, 
and Tipton counties. 

It appears that the Southwest As- 
sociation has signed contracts with 
over four hundred prospective cus- 
tomers for electric service. The 
Southwest Tennessee Electric Mem- 
bership Corporation proposes to pur- 
chase electric energy for distribution 
in the territory in which it is planning 
to operate from the Tennessee Valley 
Authority at wholesale rates. The 
cooperative proposes to serve more 
than four hundred customers in Madi- 
son county immediately, and desires 
to begin its construction activities 
within the next two or three months, 
and in fact some of the materials have 
been purchased and are ready for erec- 
tion at this time. Over a period of 
one or two years the present codpera- 
tive association and its predecessors 
have been making surveys with refer- 
ence to furnishing rural service in 
Madison county. These surveys were 
finally completed and when all require- 
ments of the Rural Electrification Ad- 
ministration had been satisfactorily 
complied with, the grant of a loan 
was obtained from the REA for the 
construction of the project in the en- 
tire three counties which it proposes 
to serve, 
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The cooperative insists that its con- 
tracts are signed with the various cus- 
tomers which the West Tennessee 
Power & Light Company expects, as 
a result of its survey, to furnish with 
electricity, and it is the contention of 
the codperative that each of the three 
lines proposed to be constructed by the 
West Tennessee Power & Light Com- 
pany would seriously interfere with 
the entire project planned by it. 

The three proposed lines of the 
West Tennessee Power & Light Com- 
pany, as is clearly shown by maps of 
Madison county filed at the hearing, 
would parallel the proposed lines of 
the Southwest Tennessee Electric 
Membership Corporation. The offi- 
cers of the codperative association be- 
lieve, rightly or wrongly, that these 
three proposed lines were located at 
key points and designed to draw out 
of the codperative project certain 
well-situated customers, and would 
have the effect, if not the purpose, of 
wrecking or seriously handicapping 
the construction of the project pro- 
posed by it and approved by the Rural 
Electrification Administration. 

On the other hand, the company as- 
serts that the construction of these 
rural lines, as proposed by it, is in 
good faith, and without any purpose 
or thought to hinder or oppose the 
cooperative, in pursuance to its long- 
range program of providing electric 
service to those economically prepared 
to receive same in Madison county. 

In the many years that the power 
company has served Madison county, 
it has made electricity available to 
approximately five hundred rural cus- 
tomers. Most of these customers re- 
side along the highways upon which 
the company’s transmission lines run. 
18 P.U.R.(N.S.) 
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It is interesting to note that on the 
three specific projects that are before 
the Commission, the codperative asso- 
ciation proposes to serve nearly dou- 
ble the number of customers which 
are regarded as prospects by the pow- 
er company. The power company 
also states that its experience in the 
past has been that the surveys it has 
made have proved to be accurate, and 
that the number of customers it esti- 
mates it can serve usually turns out 
to be the number actually served. 

It appears, upon all the facts ad- 
duced at the hearing, that there is a 
grave probability that the authoriza- 
tion of the three proposed extensions 
of the West Tennessee Power & Light 
Company would seriously injure the 
program of the Southwest Tennessee 
Electric Membership Corporation. It 
would not only deprive this corpora- 
tion of certain customers which it al- 
ready has under contract, but in doing 
so it would increase the difficulty of 
extending service to other proposed 
customers who reside slightly further 
on and are proposed to be served by 
the cooperative, and would render the 
cost of furnishing service to certain 
groups uneconomical and prohibitive. 

Under this showing it would ap- 
pear that the greater good to the great- 
er number would be best served by 
denying to the power company the 
authority to construct the lines peti- 
tioned for even though this denial 
may temporarily embarrass some of 
the prospective customers who would 
immediately obtain electric service 
otherwise. 

This Commission does not have 
jurisdiction over any codperative as- 
sociation. The problems arising from 
the entry of such associations into the 


18 P.U.R.(N.S.) 


utility field are of comparatively re- 
cent origin. However, the Public 
Service Commission of Wisconsin 
has been confronted with these prob- 
lems and has taken appropriate action 
to solve them. While the opinion of 
this Commission, because of vari- 
ances in the statutes of the two states, 
is in many respects not germane to 
the questions involved here, many of 
the principles there enunciated are per- 
tinent to those issues. For its clear 
and distinct analysis of those prob- 
lems arising from the extension of 
rural lines, wherein the cooperatives 
are brought in conflict with the utili- 
ties, we quote from the opinion of the 
Wisconsin Commission the follow- 
ing: 

“We hold no brief for or against 
any agency in this competitive strug- 
gle. Our primary concern is in see- 


ing that the maximum number of 


farmers get service at the lowest cost 
consistent with the requirements for 
adequate and continuous service. We 
feel that the agency which should 
serve, assuming minimum require- 
ments of service standards, financial 
responsibility, etc., are met, is largely 
a matter of choice with the farmers 
themselves, as long as wasteful com- 
petition or duplication of facilities will 
not result. The Commission has 
steadfastly adhered to, and repeatedly 
expressed, this view, both formally 
and informally. To attain this ob- 
jective of an orderly development of 
rural electrification, some rules and 
procedure are necessary. Since this 
Commission is the only agency hav- 
ing any jurisdiction over any of these 
competing agencies, we have estab- 
lished and propose to continue certain 
rules which, within our legal powers 
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are designed to promote orderly pro- 
cedure and to prevent —- 
and wasteful competition. 

When the public utility statutes are 
read as a whole, they evidence a legis- 
lative policy of giving the Commis- 
sion broad authority to regulate util- 
ities so as to accomplish an orderly 
development of utility service, with- 
out wasteful territorial competition 
and duplication, except where no 
other remedy than competition is 
feasible. These powers are addition- 


fal to those involved in prescribing 


reasonable and _ nondiscriminatory 
rates, rules, and regulations and other 
functions associated therewith.” Re 
Extensions of Rural Lines of Elec- 
tric Utilities (1936) 15 P.U.R. 
(N.S.) 364, 368. 

The Wisconsin Commission further 
said, in denying the application of the 
Wisconsin Power & Light Company 
to extend its rural electric lines: 

“The principal question presented 
by this application is whether the 
company should be authorized to ex- 
tend its rural distribution system .. . 
when construction of codperative elec- 
tric lines is now under way in the 
area. This is the first time this ques- 
tion has come to us for decision, since 
the Richland county codperative is the 
first in the state to get construction 
started. A brief statement of the law 
as the Commission understands it 
seems appropriate in connection with 
the consideration of this question. 
Section 196.49 of the Wisconsin 
Statutes, under which the Commis- 
sion has jurisdiction over public util- 
ity extensions of plant, was enacted 
in 1931 and is clearly a restrictive law 
to prevent unwarranted expansion of 
utility facilities beyond service de- 
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mands in the immediate future. At 
the time the law was enacted, it was 
assumed that indeterminate permits 
existed in towns as well as in cities 
and villages. The Wisconsin supreme 
court in 1932 held otherwise. In 
South Shore Utility Co. v. Railroad 
Commission, 207 Wis. 95, P.U.R. 
1932B, 465, 240 N. W. 784, the 
state’s highest court held that under 
existing statutes towns have no au- 
thority to grant exclusive permits or 
franchises to public utilities. There- 
fore rural territory is an open field so 
far as franchise rights are concerned. 
Section 196.49(1) provides that a 
public utility on and after August 1, 
1931, must secure a certificate of au- 
thority from the Commission before 
extending facilities or rendering serv- 
ice in a municipality where neither it 
nor any other public utility was legal- 
ly operating on that date. Section 


196.49(2) permits the Commission to 
issue a general order with which pub- 
lic utilities must comply before be- 


ginning ‘construction, installation, or 
operation of any new plant, equip- 
ment, property, or facility ex- 
tension. . . .’ General Order 2-U- 
20 ([1931] P.U.R.1932A, 411) was 
issued under this subsection and has 
been used, together with territorial 
division agreements between utilities, 
to prevent the chaotic, wasteful, and 
unrestricted competition for rural ter- 
ritory that might otherwise have re- 
sulted from the South Shore decision. 
Section 196.49(4) provides that the 
Commission in its general or special 
order may require that no new con- 
struction shall be begun until it has 
found that public convenience and nec- 
essity require it. The Com- 
mission is also given power to grant 


18 P.U.R.(N.S.) 
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authority for only a portion of a 
project or to lay down terms and con- 
ditions that will insure that a project 
meets the requirements of this section 
of the law. 

“For more than a year the Federal 
government, through the Rural Elec- 
trification Administration, has been 
offering to lend funds for building 
new rural lines. In this state a rural 
electrification codrdination committee 
was formed to aid in promoting co- 
Operative associations of farmers de- 
siring to borrow funds for the 
construction of lines to serve them- 
selves. No single govern- 
mental body under present interpreta- 
tions of the statutes, as we under- 
stand the interpretations, has jurisdic- 
tion over both public utilities and 
cooperatives. The Schumacher Case 
(1924) 185 Wis. 303, P.U.R.1925C, 
228, 201 N. W. 241, is urged upon the 
Commission as a holding by the Wis- 
consin supreme court that codperative 
associations which serve only their 
members are not public utilities which, 
under existing statutes would be sub- 
ject to this Commission’s jurisdiction. 
If such be the fact the Commission 
cannot enforce its orders upon codp- 
eratives nor compel them to render 
service to members of the public who 
request service. The Commission is 
confronted with the question of de- 
ciding the extent to which the presence 
of codperative facilities must be con- 
sidered in determining whether pub- 
lic convenience and necessity require 
an extension of public utility facilities 
proposed to be made in an area. The 
Commission decided that the best way 
to promote orderly and economic de- 
velopment of rural electrification un- 
der provisions of a statute enacted 


18 P.U.R.(N.S.) 


long before REA-financed electric co- 
Operatives had been conceived was to 
issue a general order applying solely 
to rural electric extensions by public 
utilities. This order is 2—U-965. 
(1S P.URANS.) 34). ...f 
procedure is there provided for equi- 
table settlement of conflicts between 
public utilities and electric codpera- 
tives seeking to operate in the same 
areas. The cooperative is given op- 
portunity to object to a utility ex- 
tension and to be heard in opposition 
before the Commission; the utility 
may make limited extensions without 
specific authority for unlimited exten- 
sions in areas as to which agreements 
have been reached with codperatives 
or where electrification by public util- 
ities has reached a point of saturation 
that leaves no opportunity for the 
profitable establishment of a codpera- 
tive. It is the Commission’s 
duty under § 196.49 to safeguard cus- 
tomers and investors of public util- 
ities against excess facilities. 

The field survey by our engineer in- 
dicates that this area is not capable 
of supporting two competing electric 
service agencies with any assurance 
that cost of service will be regained in 
revenues by the company and by the 
cooperative. 


“Members of the codperative and 
customers of the company who do not 
live in this area probably will be ad- 
versely affected if duplicate facilities 
are permitted, since the extra cost will 
immediately or eventually be reflected 


in their rates. To authorize public 
utility service to this group of twenty- 
three [customers signed by company] 
might delay codperative service to a 
much larger group of cooperative 
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members in near-by areas, who have 
waited as long as have the twenty- 
three for electricity. We presume 
that those of the twenty-three who are 
not already members of the coopera- 
tive may become so and be assured 
service from the cooperative.” Re 
Wisconsin Power & Light Co. No. 
CA-237, December 3, 1936. 

The Commission is further of the 
opinion that the West Tennessee Pow- 
er & Light Company, however, should 
be permitted at this time to construct 
Line No. 1, as set out in its petition, 
in order that continuous and satis- 
factory service to area now served 
might be insured, but that the West 
Tennessee Power & Light Company 
should not be permitted to serve cus- 
tomers off this new Line No. 1 since 
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in doing so it might keep electric serv- 
ice from being extended by the South- 
west Tennessee Electric Membership 
Corporation to serve a greater num- 
ber of customers and a greater area, 
since said line would parallel for some 
distance the proposed line of the co- 
Operative. 

The Commission is further of the 
opinion that the material ordered by 
the West Tennessee Power & Light 
Company for construction of these 
proposed lines can be used advantage- 
ously for the construction of other 
lines and improvement of its existing 
transmission and distribution systems, 
and will not result in a loss to the 
company because of refusal of this 
Commission to approve the specific 
projects in the application. 





MISSOURI PUBLIC SERVICE COMMISSION 


Re Kansas City Gas Company 


[Case No. 7751.] 


Commissions, § 31 — Jurisdiction — Statutory construction. 
1. The Commission, although it is not a court and does not possess the 
prerogatives of a judicial tribunal, must in order to function as a regula- 
tory body ascertain and determine what power and authority it is vested 


with as a matter of law, p. 378. 


Security issues, § 132 — Approval by Commission — Extension of time to sell — 
Matters considered — Mortgage provisions — Earnings. 

2. The Commission, on an application for an extension of time to sell 

bonds previously authorized, is not required to consider net earnings at 

the present time so as to determine whether there has been compliance with 

the requirements of the mortgage indenture when mortgage provisions as 

to net earnings refer to the time the Commission authorized the issue of 


bonds, p. 378. 


Depreciation, § 5 — Powers of Commission — Voluntary reserve. 


3. The Commission is without power to direct a public utility company as 
to a depreciation reserve which has been voluntarily set up by the company, 


p. 379 
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Security issues, § 132 — Approval by Commission — Extension of time to sell -- 
Matters considered. 

4. On an application for an extension of time to sell bonds previously 
authorized by the Commission (to reimburse a public utility corporation 
for expenditures for extensions and improvements), the Commission need 
not consider the matters which were considered and disposed of upon issu- 
ance of the original order of approval, when there has been no evidence to 
refute the facts found by the Commission at the earlier date; the only issue 
before the Commission at the present time is whether or not it will grant 
additional time to sell the bonds as previously authorized, p. 379. 


Security issues, § 106 — Interest rate — Sale price. 


5. The Commission, in authorizing an extension of time to sell bonds pre- 
viously approved for sale at 94 per cent of par value at an interest rate 
of 5 per cent, imposed the condition, in view of an improvement in the 
bond market, that the bonds be sold at not less than 96 per cent of par 
value at an interest rate of 4 per cent, p. 379. 


[May 17, 1937.] 


F escaringst for an extension of time within which to sell 
bonds previously authorized; extension of time granted 
and terms of sale modified. 


> 


ANDERSON, Commissioner: This _ ing the effective date of the same until 


cause is before the Commission at the 


present time by a motion filed on be- 
half of the Kansas City Gas Com- 
pany, which motion is an application 
for an extension of time within which 


to issue and sell bonds. The Commis- 
sion by an order dated October 19, 
1931 (P.U.R.1932A, 169), author- 
ized that company to issue and sell at 
the price and for the purposes therein 
specified $2,180,800 principal amount 
of first mortgage gold bonds, 5 per 
cent series, due 1946. There was a 
limitation in said order which limited 
the authority to sell the bonds on or 
before June 30, 1932. Thereafter 
pursuant to applicant’s request the 
Commission by supplemental orders 
extended the effective date for the 
issuance and sale of said bonds to 
April 30, 1937. There was a report 
and order issued by the Commission 
on the 7th day of May, 1937, extend- 


18 P.U.R.(N.S.) 


May 20, 1937. 

The motion filed on behalf of the 
movant company, the Kansas City Gas 
Company, was set down for a hearing 
by the Commission at its hearing room 
in Jefferson City, Missouri, on the 
5th day of May, 1937. On that date 
there was a hearing had on the same 
before four members of the Commis- 
sion, after the interested parties had’ 
been notified of the time and place of 
said hearing. The appearance on be- 
half of the Kansas City Gas Com- 
pany was by counsel, and the appear- 
ances on behalf of the Public Service 
Commission was by George B. Cole- - 
man, Acting’ Chief Accountant, and 
R. E. Duffy, Chief Electrical Engi- 
neer. 

The evidence in support of the mo- 
tion filed in this matter was to the ef- 
fect that after a due hearing the Com- 
mission issued a report and order on 
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the 19th day of October, 1931, supra, 
which authorized the Kansas City Gas 
Company to issue and sell at a desig- 
nated price $2,180,800 of first mort- 
gage gold bonds, 5 per cent series, due 
1946, which authority was granted by 
the Commission at that time as pro- 
vided in § 75 of the General Regula- 
tory Act (§ 5196 Rev. Stats. Mo. 
1929) as it is claimed by the movant 
that under that section it had made 
certain extensions and improvements 
of its plant and distribution system 
and that at the original hearing in this 
matter there was ample proof made 
concerning the same, and that the 
bond issue authorized by the Commis- 
sion in its order on October 19, 1931, 
supra, did not exceed 75 per cent of 
the value of the expenditures, addi- 
tions and betterments made less the 
retirals by the movant company, ‘also 
that the net operating revenues at that 
time was twice the fixed charges on 
the bonded indebtedness including the 
proposed issue of the applicant. The 
proof was further to the effect by the 
movant that it was willing to file an 
additional statement showing the 
gross earnings and the net earnings 
of the year of 1936 and also up to 
date, but it maintained that those 
figures were not material which ex- 
hibit has been filed by the movant com- 
pany. The exhibit filed discloses that 
the total annual interest requirements 
on the bonded indebtedness is $304,- 
335, which includes the fixed charges 
on the bond issue involved in this pro- 
There is outstanding of the 
company first mortgage bonds 6 per 
cent series 1942 of $2,298,500, also 
first mortgage bonds 5 per cent series 
1946 of $1,151,000. The statement 
of the income and expenses filed by 
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the movant company ending April 30, 
1937, discloses gross earnings of $5,- 
939,362.26, and net earnings which 
includes nonoperating revenue or in- 
come in the amount of $785,324.41. 
There was an item of $87,222, the 
same being estimated as nonoperating 
revenue based on 4 per cent the bonds 
to be issued which if taken into con- 
sideration would make net available 
for funded interest debt the amount 
of $872,544.41. There was an ex- 
planatory letter attached to the exhibit 
in which it was stated that in making 
the calculations we have not entered as 
an item of expense the amount set up 
on the books of the company for de- 
preciation reserve. A statement of- 
fered on behalf of the accounting 
department deducted $250,860 from 
the amount shown by the company as 
a depreciation reserve that has been 
set up on the company’s books leaving 
net available for the fixed charges on 
the bonded indebtedness of $534,- 
464.41 which amount would not be 
twice the aggregate bonded interest 
involved, assuming that the annual 
bonded interest being the amount of 
$304,485. The company further 
claimed that in view of the fact that 
the bonds had not been sold or dis- 
posed of as authorized by an order 
issued by the Commission on October 
19, 1931, supra, and by supplemental 
orders that no one had been injured 
thereby, the reason being that the 
bonds had not been disposed of was 
because the bond market had not been 
in proper shape to make the sale. and 
also that there had been some question 
involved as to the company’s fran- 
chise, which franchise recently had 
been granted by the city of Kansas 
City, Missouri, for a period of thirty 


18 P.U.R.(N.S.) 





MISSOURI PUBLIC SERVICE COMMISSION 


years, but the company was not ad- 
vised as to whether or not under the 
city charter of the city of Kansas City, 
Missouri, the said franchise matter 
would have to be disposed of by a ref- 
erendum vote as provided in the char- 
ter. There was also offered in evi- 
dence an appraisal of the property 
made by the engineering department 
of the Commission as of August 31, 
1936, which showed the reproduction 
cost depreciated to be $12,169,407 
while the testimony on behalf of the 
company was that it was approximate- 
ly $18,000,000. In disposing of the 
motion in this matter it is necessary 
for the Commission to consider § 75 
of the General Regulatory Act (§ 
5196 Rev. Stats. Mo. 1929) as it is 
provided under that section that where 
a gas corporation has made extensions 
or improvements of its plant or dis- 
tribution system or for the improve- 
‘ment or maintenance of its service or 
for the discharge of lawful refunding 
of its obligations or for the reimburse- 
ment of moneys whether expended 
from income or from other money in 
the treasury of the corporation not se- 
cured or obtained for the issue of 
stock, bonds, notes, or other evidence 
of indebtedness such corporation 
within five years next prior to the fil- 
ing of an application with the Com- 
mission can be authorized to reim- 
burse its treasury for the said ex- 
penditures. In the original hearing 
in this cause there was proof to the 
effect and the same is unrefuted that 
the additions and betterments were 
made and that all necessary retirals 
were deducted, and that the bond is- 
sue as granted in the original order 
was not in excess of 75 per cent of 
the actual cost of fair value of the ad- 
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ditions and betterments less the re- 
tirals as provided by the first mortgage 
dated February 1, 1922, the trustees 
being the National City Bank of New 
York and the Commerce Trust Com- 
pany of Kansas City, Missouri. The 
Commission as a matter of law in the 
original cause of action was required 
to find before it could authorize the 
issue of bonds, stocks or other evi- 
dence of indebtedness that the money, 
property, or labor to be procured or 
thus paid for is or has been reason- 
ably required for the purposes speci- 
fied in the order. After the original 
hearing in this matter the Commission 
so found, and up to the present time 
at no hearing has there been any evi- 
dence offered to disapprove the same. 

[1, 2] The other point raised in 
this matter is concerning the net earn- 
ings of the movant company as to the 
year of 1936, also a 12-month period 
ending April 20, 1937. While as a 
matter of law it is true and beyond 
question that this Commission is not a 
court nor does it possess the preroga- 
tives of a judicial tribunal, but for it 
to properly function as a regulatory 
body it is necessary and incumbent 
upon the Commission to ascertain and 
determine what power and authority 
it is vested with as a matter of law. 
For it to do that it must necessarily 
look to the regulatory act which not 
only created the Commission but sets 
out and designates what power and 
authority the Commission has or is 
vested with. Under § 75 of the Gen- 
eral Regulatory Act it was proper in 
the first instance to determine whether 
or not the additions and betterments 
have been made and if the necessary 
retirals had been deducted, also to as- 
certain if the net earnings at that time 
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as provided in the first mortgage ex- 
ecuted by the company was twice the 
interest of the bonded indebtedness 
but that issue has been raised in the 
hearing on this motion whether or not 
the Commission should consider the 
net earnings at the present time, or 
for the year of 1936, and for twelve 
months preceding the date of the hear- 
ing so as to determine if the movant 
company has complied with the re- 
quirements set up in the mortgage 
indenture. Under the mortgage in- 
denture, §§ 23, 24, 25, and 26 certain- 
ly refer to the time when the Commis- 
sion authorized the company to issue 
the bonds, as § 27 of said indenture 
is as follows: 

“Bonds may be issued by the com- 
pany, from time to time under this 
Article Third, only if and when the 
aggregate net earnings of the com- 
pany (as hereinafter defined) for the 
period of twelve consecutive calendar 
months ending not more than sixty 
days prior to the date specified by the 
company in its request therefor to the 
New York trustee as the date on 
which it desires to have such bonds 
delivered, shall be at least equal to 
twice the annual interest charges on 
the aggregate bonded indebtedness of 
the company (as hereinafter defined). 

“The term ‘aggregate net earnings 
of the company,’ as used in this in- 
denture, shall mean the aggregate 
gross operating revenues derived from 
the operation of the properties owned 
by the company, less taxes of every 
kind and all operating expenses (in- 
cluding insurance and reasonable and 
adequate expenditures or charges for 
current maintenance and repairs). 
Any certificate of net earnings fur- 
nished under any of the provisions 


of this indenture shall set forth in 
reasonable detail the gross operating 
revenues and all other income of the 
company, and the operating expenses 
thereof, and shall state that such op- 
erating expenses include all charges 
and expenditures properly and ordi- 
narily chargeable thereto, including 
taxes of every kind, insurance and 
reasonable and adequate expenditures 
and charges for current maintenance 
and repairs. Each such certificate 
shall also include a statement in rea- 
sonable detail of the aggregate bonded 
indebtedness of the company (as here- 
inafter defined) outstanding at the 
close of the period covered by such 
certificate and the amount of the an- 
nual interest charges thereon.” 

It is conclusive under this pertinent 
section that the proper time to con- 
sider the net earnings was when the 
original order was issued as at that 
time the Commission authorized the 
movant company to issue the first 
mortgage bonds as requested. 

[3-5] Another point raised in this 
matter is the depreciation reserve that 
has been set up annually by the com- 
pany on its books, which depreciation 
reserve or retirement reserve the com- 
pany has set up voluntarily, because at 
the present time the Commission has 
not directed by an order to the com- 
pany as to a depreciation reserve that 
should be set up by it. Since that is 
true, it necessarily follows that the 
Commission is without power to di- 
rect the company as to the said de- 
preciation reserve which has been 
voluntarily set up by the company. 
State ex rel. Empire Dist. Electric Co. 
v. Public Service Commission (1936) 
— Mo. —, 16 P.U.R.(N.S.) 437, 
100 S. W. (2d) 509. For the Com- 
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mission at this time to attempt to add 
to what was said by the court in that 
opinion as to a depreciation reserve 
certainly would only be classified as a 
work of supererogation. The present 
motion stripped of its garb requests 
but one thing, which is the authority 
of the Commission for an extension 
of time to sell the bonds because the 
authority to issue the bonds has al- 
ready been granted and the gravamen 
of the motion filed by the movant com- 
pany simmers down to that issue 
alone. Obviously it is true if the mo- 
tion filed on behalf of the movant 
company was requesting authority to 
issue the first mortgage bonds then as 
a matter of law it would be obligatory 
upon this regulatory body to consider 
the same as it was considered in the 
original hearing. Since there has been 
no evidence offered in the initial hear- 
ing or at any time since then to refute 
the fact that the additions and better- 
ments have been made, and the proper 


deductions made for retirals the Com- 
mission at this time must assume that 
the original order of the Commission 
was properly issued and the only issue 
before the Commission to dispose of 
at the present time is whether or not 
it will grant the movant company ad- 
ditional time to dispose of the first 
mortgage bonds as heretofore author- 
ized. It is evident in view of the evi- 
dence in this matter that a finding in 
the affirmative is so warranted but 
since the bond market has greatly im- 
proved since the initial order was is- 
sued in this cause the Commission is 
of the opinion that the first mortgage 
bonds referred to in this matter should 
not be sold at less than 96 per cent of 
their par value at an interest rate of 
4 per cent, and an order expressing 
those views will accordingly be so is- 
sued. 


Hargus, Chairman, Boyer, Nor- 
toni, and Ferguson, Commissioners, 
concur. 





ARKANSAS DEPARTMENT OF PUBLIC UTILITIES 


Re Standard Rules and Provisions for Ex- 
tension of Rural Electric Lines 


[No. 185.] 


Service, § 176 — Rural electric extensions — Rules and regulations. 
1. The Department, in order to make for more orderly and economic de- 
velopment, should adopt uniform rules and regulations covering rural elec- 


tric extensions, p. 382. 


Service, § 198 — Rural electric extensions — Area basis. 
2. Rural electrification should be done on an area basis and should cover as 
much of an area as economically possible, in order to prevent the selection 
of the best rural markets, leaving the less desirable markets unserved, and 
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RE STANDARD RULES FOR EXTENSION OF RURAL ELEC. LINES 


also in order to prevent unfair competition between two or more parties at- 
tempting to serve the same area, p. 382. 


Service, § 198 — Rural electric extensions — Rules and regulations. 


Order of Arkansas Department of Public Utilities containing rules and 
regulations covering rural electric extensions, p. 382. 


Certificates of convenience and necessity, § 102 — Rural electric extensions. 


Order of Arkansas Department of Public Utilities containing rules and 
regulations covering applications for certificates of convenience and neces- 
sity for rural electric line extensions, p. 382. 


[April 22, 1937.] 


a as to standard rules and provisions for exten- 
sion of rural electric lines; order containing rues and 
regulations adopted. 


By the DepartMENT: The De- 
partment of Public Utilities has taken 
cognizance of the important part that 
rural electrification must play in Ar- 
kansas in the immediate future. It 
recognizes electrical development in 
the rural areas has been neglected, and 
due to.the activity of the Rural Elec- 
trification Administration and the 
more progressive utility companies, 
rural electrification has taken on in- 
creased activity during the past two 
years. 

The people of Arkansas have recog- 
nized the importance of rural electrifi- 
cation in the development of their 
state. Farmers are anxiously await- 
ing electrification of their farms. 
Farmers recognize that the future of 
agricultural development, and _ es- 
pecially the creation of farm indus- 
tries, depends to a large extent upon 
the availability of adequate electric 
facilities. Farmers further realize 
that rural electrification will give to 
the farm home the advantage of the 
same labor-saving devices that have 
lightened the work of the city house- 
wife. 


Rural electrification will improve 
the value of farms; produce more 
farm income; make for a better class 
of farm tenants; raise the rural stan- 
dard of living; improve the health, 
and through the radio will give enter- 
tainment and information. 

The rural electrification problem in 
Arkansas differs in some _ respects 
from that of other states. The farm- 
ers of Arkansas are not as wealthy as 
in many sections of the country but 
many of them can avail themselves of 
electricity, provided they can become 
a customer at a small monthly outlay, 
and provided they can secure financial 
assistance for buying electrical appli- 
ances and wiring their premises. 

There must be a period of develop- 
ment of use of electricity for farm 
customers. Farmers must be taught 
and encouraged to use electricity to 
raise their farm income. After the 
developmental period the rural cus- 
tomers will learn how to utilize elec- 
tricity more fully and will make it pay 
for itself as farmers have done with 
motor power. The Department be- 
lieves the rural electric market has 
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very great possibilities when it has had 
an opportunity to develop. 

[1, 2] The Department has been 
impressed with the fact that less than 
2 per cent of the farms in Arkansas 
now have electricity; that Arkansas 
stands near the bottom of all of the 
forty-eight states in rural electrifica- 
tion development ; that due to develop- 
ments of the past two years we are at 
the threshold of very rapid rural elec- 
tric development. Therefore, it be- 
lieves that to make for more orderly 
and economic development, it should 
adopt uniform rules and regulations 
covering rural electric extensions. 

The Department therefore invited 
electric utility companies of the state 
to attend a hearing set for March 2, 
1937. The purpose of this hearing 
was to discuss the matter of standard 
rules and regulations for the exten- 
sion of rural electric lines. The De- 
partment stated that it believed that 
rural electrification should be done on 
an area basis and should cover as 
much of an area as economically feasi- 
ble. The primary reason for develop- 
ing on an area basis is to prevent the 
selection of the very best rural mar- 
kets, leaving the less desirable mar- 
kets unserved, thereby preventing 
some from receiving service for some 
time to come. It believed that if the 
good and the less desirable markets 
are all put together in one project, it is 
likely that a desirable economic unit 
for rural development can be found. 
The area basis also will prevent unfair 
competition between two or more 
parties attempting to serve the same 
area. 

The Department also stated that 
private electric companies should 
build, at their own expense, all lines 
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and equipment serving rural custom. 
ers, except as the Department might 
otherwise approve. The costs of these 
rural lines referred to rural distribu. 
tion capital expenditures only. 

The Department stated that it be- 
lieved that an area is ready for de- 
velopment when the monthly revenue 
from the customers would produce 
one-half of one per cent of the total 
construction costs. 

The hearing was held on March 2nd 
as ordered and practically all of the 
electric companies operating in the 
state had representatives present. The 
consensus of opinion among the com- 
panies seemed to be: 

(1) The area basis 
adopted. 

(2) The area should be completely 
served as far as economically feasible 
with the original construction. 

(3) An area can be developed when 
it shows promise of producing a re- 
turn of 18 per cent per annum at the 
time of construction, and 25 per cent 
per annum after three years. Some 
of the companies preferred a return 
of $150 per mile and that the customer 
guaranty should be eliminated. 

The Department has given due con- 
sideration to all the suggestions of the 
companies and agrees that in the in- 
terest of all concerned a declaration 
of policy for rural development should 
be made. The Department believes 
that such a declaration of policy will 
make for a more economic, systemat- 
ic, and uniform development of rural 
territory and provide a basis for de- 
termining when a territory has suff- 
cient possibilities of development. 

It is therefore ordered: 

(1) This order contains all of the 
rules and regulations of this Depart- 
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ment covering the application for a 
certificate of convenience and neces- 
sity for rural line extensions. It 
supersedes all other orders on this sub- 
ject. 

(2) A rural line extension is an 
electric transmission or distribution 
line constructed to serve customers in 
a rural area. 

(3) A rural area means any area 
outside of any incorporated city or 
town in Arkansas and includes both 
the farm and nonfarm population. 
Incorporated cities and towns not now 
served by central station electric serv- 
ice may be included in the electric de- 
velopment of a rural area. Line ex- 
tensions into territory outside and 
contiguous to incorporated cities and 
towns may be considered as extensions 
to the distribution system of the in- 
corporated city or town when served 
at the urban rates in that city or town, 
provided they are first approved by the 
Department. 

(4) A certificate of convenience 
and necessity shall be secured from 
this Department for all rural line ex- 
tensions except as follows: 

(a) Any extension of less than one 
mile in length. 

(b) Any extension of less than 3 
miles in length in an area for which 
a certificate of convenience and neces- 
sity has already been granted. 

(c) Rural electric cooperatives 
shall be exempted from securing ap- 
proval of the Department for any line 
extensions within the area for which 
they have a certificate of convenience 
and necessity. 

(d) The Department shall be noti- 
fied by letter of the construction of all 
extensions exempted from this order. 

(5) The applicant for a certificate 
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of convenience and necessity to serve 
a rural area shall select an area which 
in his judgment can and should be 
developed as a unit. Parts of the 
area which are not now ready for de- 
velopment but which later can be 
served best by extensions from the 
original construction shall be includ- 
ed. The applicant shall consider in 
selecting such an area those character- 
istics which set it apart for develop- 
ment as a unit, such as present exist- 
ing electric facilities, physical char- 
acteristics of rivers, mountain ranges, 
swamps, etc., the location of high- 
ways, roads, cities, towns, villages, 
and farms, and the potential market 
for electric service. 

(6) When application is made un- 
der §§ 41-43 of Act 324 of 1935 for 
a certificate that the present or future 
public convenience and necessity re- 
quires the construction of rural line 
extensions, the applicant shall furnish 
the following data, either in the ap- 
plication or as exhibits thereto: 

(a) Copy of Articles of Incorpora- 
tion. 

(b) Facts showing that the pro- 
posed new construction is or will be 
required by public convenience and 
necessity. 

(c) Copies of franchises or permits 
from the proper public authority nec- 
essary for the proposed construction 
of extension. 

(d) An outline map drawn to a 
scale one inch to the mile of the area 
to be served, showing the boundary of 
such area, proposed extensions, the 
location of cities, towns, and villages 
with their population, the location of 
all dwelling and other potential users 
of electricity indicated by symbols 
hereinafter described in attached ex- 
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hibit, the location of all existing elec- 
tric facilities and the location of any 
natural boundaries of an area, such 
as rivers, mountain ranges, swamps, 
etc. The map shall include in addi- 
tion to the area to be served the con- 
tiguous territory, including the part 
of townships lying next to the area 
and an additional 6 miles or one town- 
ship completely around the area. The 
portion of the map outside the area 
shall show all of those data included 
above except the location of dwellings 
and other principal users of electricity. 
The rural electric codperatives may 
substitute, at the discretion of the De- 
partment, the project map submitted 
to the Rural Electrification Adminis- 
tration in lieu of the map requirement 
in this section. The boundary of the 
area shall be shown. 

(e) A table showing the number of 
assured domestic, commercial, and 


power customers to be served and the 


estimated annual revenue. Also the 
number of prospective customers and 
their estimated annual revenue. For 
the purpose of this order an assured 
customer is defined as one who has 
given the applicant satisfactory evi- 
dence that he will take electric service; 
a prospective customer is one who has 
not indicated he will use electric serv- 
ice but shows evidence of having suf- 
ficient income and interest to become 
a customer. All others are those who 
later may become users but do not 
show evidence of having sufficient in- 
come or interest to become a customer. 
(Codperative electric projects exempt 
from this section. ) 

(f) The estimated cost of the rural 
line extensions shall be stated in the 
application. Within sixty days after 
completion of construction a complete 
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cost report shall be submitted to the 
Department, which shall show in de- 
tail the costs of items of materials, 
labor, overheads, and all other ex- 
pense. These costs shall be broken 
down according to the classification of 
accounts as used by the company mak- 
ing such extensions. (Codperative 
electric projects exempt from this sec- 
tion. ) 

(7) The development of a project 
shall be considered as a whole and 
its economic feasibility shall be de- 
termined by the total estimated cost 
and return of the entire project. The 
project shall extend to all or as much 
of the area included in the application 
as is economically feasible as herein 
described. Development in an area 
subsequent to the initial construction 
shall be considered as a part of the in- 
itial project in determining its eco- 
nomic feasibility. (Codperative elec- 
tric corporations exempt. ) 

(a) The development of a rural 
area shall be considered economically 
feasible, as used in this order, when 
the estimated monthly revenue of the 
assured customers equals 14 per cent 
of the total construction cost of the 
line extensions as defined herein. 
Line extensions may be made with the 
consent of the Department when a 
monthly revenue of less than 14 per 
cent of the total estimated cost of the 
new facilities is anticipated. (Co- 
Operative electric corporations ex- 
empt. ) 

(b) The cost of rural lines refers 
only to rural distribution capital ex- 
penditures. The investment cost in 
generating plants, high voltage trans- 
mission systems, including substa- 
tions and other facilities beyond the 
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point of the contact of the rural line 
with the existing transmission or dis- 
tribution system being omitted. (Co- 
dperative electric corporations ex- 
empt. ) 

(c) The applicant, by the accept- 
ance of a certificate of convenience 
and necessity to serve a rural area, 
thereby assumes the responsibility of 
complete electrical development of the 
entire area. 

(d) The holder of a certificate of 
convenience and necessity has the 
right of electrical development in that 
area and shall not extend service out- 
side the boundary of the area without 
the approval of the Department. 

(e) No one without a certificate of 
convenience and necessity, granted by 
this Department, shall have the right 
to render electric service within a rural 
area for which a boundary has been 
established under the provisions of 
this order. 

(8) The applicant shall build or 
furnish, at his own expense, all of the 
lines and equipment up to the meter 
loop serving rural customers except in 


such cases as the Department may 
otherwise approve. ( Cooperative 
electric corporations exempt from 
this section. ) 

(9) Electric utilities now serving 
in rural areas may apply for a cer- 
tificate of convenience and necessity 
to establish boundaries of the rural 
area in which they accept responsibil- 
ity for complete electrical development 
when economically feasible by fur- 
nishing the information required in § 
4 (d) and the payment of the fee of 
$5. (Electric codperative corpora- 
tions exempt from this section. ) 

(10) Certificates of convenience 
and necessity shall expire four months 
after date of issue unless construction 
work has been started and shows 
promise of completion at an early 
date. Certificates of convenience and 
necessity may be renewed and extend- 
ed on application to the Department. 

(11) A certificate of convenience 
and necessity issued under this order 
shall have no value for rate-making 
purposes. (Electric codperativé cor- 
porations exempt from this section. ) 

y/ 





MAINE PUBLIC UTILITIES COMMISSION 


Presque Isle Water Company 


Vv 


Itself 


[F. C. 1080.] 


Valuation, § 17 — Matter of judgment. 


1. The determination of fair value is not a matter of formulas, but there 
must be a reasonable judgment exercised by the Commission, having as its 
basis a proper consideration of all relevant facts, p. 390. 


[25] 
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Return, § 19 — Absence of public guaranty. 


2. That a utility is entitled to reasonable compensation for the use of its 
property for the benefit of the public, does not mean that there is any guar- 
anty that such compensation will be realized, but the utility is subject to 
the same possibilities of loss as are encountered in any other business by 
reason of lack of patronage, overbuilding, public preference for another type 
of service, et cetera, p. 390. 


Witnesses, § 1 — Credibility — Weight of testimony. 
3. Credibility of witnesses and the weight to be given their testimony are 


matters over which the Commission must exercise a reasonable and fair 
judgment, p. 390, 


Rates, § 130 — Factors — Kind of service — Effect on value. 
4. The kind of service being rendered by a public utility company has 
weight on both the questions of return and value, p. 390. 

Valuation, § 36 — Recent cost — Book cost — Discrepancies. 


5. Structures were valued at very recent cost less depreciation, at approx- 
imately the figure carried on the company’s books, where company officers 
did not see fit to explain the company’s books, assuming that they were in 
error, p. 390. 


Valuation, § 78 — Reproduction cost — Substitute materials. 


6. Reproduction cost of water utility property should not be based upon 
the assumption that the cost would be substantially less if Hydro-tite instead 
of lead were used for caulking pipe joints, where the evidence shows that 
the joints at the present time are caulked with lead, and that in freezing 
weather Hydro-tite is not well adapted to the use of electric thawing, p. 
391. 

Valuation, § 40 — Rate base — Reproduction cost. 


7. Cost of reproduction new less depreciation is some evidence of the present 

value of a water plant, p. 392. 

Valuation, § 41 — Rate base — Capitalization. 
8. Capitalization value is relevant in determining the value of property for 
rate making, as the reflection of investment, although, except as the capital 
is issued and valued by actual investment, it affords neither measure nor 
guide to the value of the property, p. 392. 

Valuation, § 28 — Rate base — Book value. 
9. Fixed capital as adjusted, or book value, is a test of investment, p. 392. 


Return, § 44 — Reasonableness — Risk element. 
10. Risk in the business is an important factor in determining the reason- 
ableness of return, p. 393. 

Return, § 25 — Reasonableness — Returns of other business. 


11. The amount realized upon investments of a similar nature has its bear- 
ing in determining the reasonableness of return, p. 393. 


Return, § 45 — Reasonableness — Safety from competition, 


12. The fact that a company is secure from competition plays its part in 
determining the reasonableness of return, p. 393. 
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Return, § 44 — Reasonableness — Safety of interest. 
13. The proposition that the interest is safe, with little possibility of its 
being jeopardized, affects the judgment of the Commission in determining 
reasonableness of return, p. 393. 

Return, § 20 — Reasonableness — Speculative profits. 
14. Speculative profits are not needed for seasoned utilities, p. 393. 


Security issues, § 38 — Necessity of Commission authorization — Demand note 
— Effect of being overdue. 
15. A demand note, held by affiliated interests, which has been allowed 
to run over two years is in violation of a statute permitting the issuance 
of notes payable at periods of more than twelve months after date only 
when authorized by the Commission, p. 394. 


Security issues, § 38 — Unauthorized notes — Alleged advantages — Affiliated 
companies — Tax saving. 
16. The Commission cannot recognize a so-called demand note, held by a 
parent corporation, because of any alleged or real benefits to the holding 
company by reason of tax benefits through payment of interest rather than 
dividends, when the note violates statutory provisions concerning Commis- 
sion approval of notes, p. 394. 


Intercorporate relations, § 17 — Payments to affiliates — Unapproved arrange- 
ment, 
17. An arrangement under which an operating public utility makes pay- 
ments to affiliated interests for various services, is “an arrangement” within 
the purview of a statute prohibiting “any contract or arrangement” provid- 
ing for such services by affiliates, although the contract is not in writing, 
p. 397. 


Intercorporate relations, § 17 — Payments to affiliates — Absence of contract. 
18. The Commission cannot approve an arrangement under which without 
any contract in writing a public utility company makes payments to affiliated 
interests, charges for services not being based on value of services rendered 
and the operating company having nothing to say as to the amounts, even 
though the charges may not be grossly exorbitant and may be reasonable, 
p. 397. 


Expenses, § 84 — Payments to affiliates — Foreign office. 


19. Items of expense more for the benefit of a holding or service company 
than for consumers of an operating company, the office of which is a self- 
contained unit, are not justified; benefit to other interests than the operat- 
ing company’s consumers should not be a direct charge on them, p. 398. 


Expenses, § 15 — Reasonableness — Burden of proof. 
20. The burden of explanation is upon a company which makes claim for 
operating expense allowances, p. 398. 

Expenses, § 91 — Rate case expense — Unsuccessful effort by utility. 
21. No allowance was made for expense in connection with a rate case 
where the case did not result in a sustaining of the company’s petition, p. 
399. 

Depreciation, § 82 — Water utility. 
22. A depreciation allowance of 1 per cent was held to be fair and reason- 
able for a water utility, p. 399. 
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Return, § 115 — Water utility. 


23. A return allowance of 5.3 per cent was held to be just and reasonable 


for a water utility, p. 399. 


[March 30, 1937.] 
 ighte- wes waaeal of rates of a water utility; rate reductions 


ordered. 


APPEARANCES: Merrill & Mer- 
rill, Skowhegan, for Presque Isle Wa- 
ter Company; Locke, Campbell & 
Reid, Augusta, for inhabitants of 
town of Presque Isle; Ralph K. 
Wood, Presque Isle, for Percy R. 
Winslow, George Blanchard et al. 


By the Commission: The Presque 
Isle Water Company is a public util- 
ity, organized under Chap. 3 of the 
Private and Special Laws of 1887, 
“for the purpose of supplying the 
town of Presque Isle or any part 
thereof with pure water for domestic, 
manufacturing, private, and public 
uses.” 

The charter was amended by Chap. 
261 of the Private and Special Laws 
of 1911, by which act the capital stock 
was determined to be $100,000, divid- 
ed into shares of $100 each. 

At the present time, practically all 
of the stock of the Presque Isle Wa- 
ter Company is owned by the North- 
eastern Water and Electric Corpora- 
tion, and the stock issued and out- 
standing is in the sum of 9463 shares. 
In 1931 there was a bond issue of 
$90,000, bearing interest at 5 per 
cent. This bond issue, and $2,000 of 
indebtedness, became represented in 
1932 by a demand note for $92,000, 
bearing 7 per cent interest, which note 
is now outstanding, and held by the 
Northeastern Water and Electric Cor- 
poration. 
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The Presque Isle Water Company, 
according to a report on file with the 
Commission, had 490 customers in 
1925, and 696 customers in 1935; and 
during the last five years has aver- 
aged 688 customers, there not being 
any great fluctuation in this number 
during this period. The operating 
revenues of the company for the last 
ten years have averaged $24,332.47, 
the low being in 1926, when the op- 
erating revenues were $22,245.70, 
and the high in 1931, when the 
amount was $25,991.18. During the 
last five years, for all practical pur- 
poses, the operating revenue has been 
$25,000 per year ($25,175.72). The 
operations of the company have been 
quite stable and have not been subject 
to any great fluctuations in either rev- 
enue or expense outside of the item of 
local taxes. 

During the ten years from 1926 to 
1935, it paid out interest on the 5 per 
cent bonds, interest on one note of the 
holding company at 6 per cent, and in- 
terest on the present $92,000 holding 
company note of 7 per cent, in the 
total amount of $54,789.78; and dur- 
ing that time dividends ranging from 
one per cent in 1930 to 17 per cent in 
1932, of a total of $37,094.80, have 
been declared and paid. 

For a number of years the Presque 
Isle Water Company received under a 
contract as hydrant rental from the 
town a flat sum and, in addition there- 
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to, a sum equal to whatever taxes 
might be assessed. This contract ex- 
pired and the town assessed taxes 
against the company and as compared 
with the 1933 tax bill of $623.25, the 
1934 tax was $3,520, the 1935 tax 
$3,840.52, and the 1936 tax $3,920. 
By reason of these substantial in- 
creases in taxes, the company on Oc- 
tober 10, 1934, filed with the Commis- 
sion a new schedule of rates increas- 
ing the cost of fire protection service 
furnished the town of Presque Isle. 

Hearing was held in the matter and 
after the submission of evidence, the 
Commission said: 

“The company has failed in this 
case to sustain the burden of proof 
placed upon it by the statute and the 
proposed change of rates must there- 
fore be disallowed at this time.” 

Under date of September 17, 1936, 
the Presque Isle Water Company filed 
a complaint against itself, asking this 
Commission to establish a rate base 
upon which the petitioner is entitled 
to a fair return; also, that the Com- 
mission would find that the rates now 
being charged, both for general serv- 
ice and municipal fire protection, are 
unjust, unlawfully discriminatory, 
and confiscatory, and that a schedule 
of fair and reasonable rates be fixed, 
which will yield a fair return on the 
property of the petitioner and on the 
rate base determined by the Commis- 
sion. 

While the petition was drawn broad 
enough to cover all rates, a practical 
construction of the petition was 
adopted by the water company and 
the attorneys representing the town 
and some of the inhabitants thereof, 
which limited the inquiry to the ques- 
tion of establishing a proper rate for 


municipal service, to wit, fire protec- 
tion. No direct complaint was made 
at the hearing by either the petitioner 
or the respondents with respect to the 
rates in force for domestic service, 
and, according to the report of the 
company’s engineer, the fire service 
rendered in Presque Isle is adequate 
in all respects, but for domestic pur- 
poses the supply shows excessive tur- 
bidity following periods of heavy 
precipitation, rendering the supply un- 
desirable at times for drinking and 
cooking purposes. 

At the request of the parties inter- 
ested, hearing was held at Presque 
Isle, November 24, 1936. Notice was 
proved to have been given as ordered 
and appearances were noted as set 
forth in the caption hereof. A sub- 


sequent hearing was held at Augusta, 
on March 19, 1937, at which the evi- 
dence was concluded. 

Section 16, Chap. 62, Rev. Stats. 


1930, provides that the rates charged 
by any public utility for the service 
rendered “. shall be reasonable 
and just, taking into due considera- 
tion the fair value of all its property 
with a fair return thereon, its rights 
and plant as a going concern, business 
risk, and depreciation.” 

Among the relevant facts which are 
frequently considered on the question 
of fair value are: (a) capitalization, 
i. e., bonds, stocks, and other securi- 
ties outstanding (this is discussed 
later) ; (b) actual cost (sufficient data 
is lacking in the instant case); (c) 
historical cost (here again the evi- 
dence is lacking) ; and (d) reproduc- 
tion cost less depreciation (the sub- 
stantial means used by both the com- 
pany and the town, they differing as 
to result quite materially). 
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“There must be a fair return upon 
the reasonable value of the property 
at the time it is being used for the 
public. The value of the prop- 
erty is to be determined as of the 
time when the inquiry is made re- 
garding the rates.” Willcox v. Con- 
solidated Gas Co. (1909) 212 U. S. 
19, 41, 52, 53 L. ed. 382, 29 S. Ct. 
192, 48 L.R.A.(N.S.) 1134, 15 Ann. 
Cas. 1034. 

“The weight to be given to actual 
cost, to historical cost, and to cost of 
reproduction new, is to be determined 
in the light of the facts of the par- 
ticular case.” Los Angeles Gas & E. 
Corp. v. California R. Commission, 
289 U. S. 287, 77 L. ed. 1180, P.U.R. 
1933C, 229, 242, 53 S. Ct. 637. 

[1, 2] The Commission is fully 
aware that the determination of fair 
value is not a matter of formulas and 
that there must be a reasonable judg- 
ment exercised by it, having as its 
basis a proper consideration of all 
relevant facts. While the utility is 
entitled to reasonable compensation 
for the use of its property for the 
benefit of the public, this does not 
mean that there is any guaranty that 
such compensation will be realized. 
The utility is subject to the same pos- 
sibilities of loss as are encountered in 
any other business by reason of lack 
of patronage, overbuilding, public 
preference to another type of service, 
et cetera. 

[3, 4] Witnesses will honestly dif- 
fer as to the value or cost of the con- 
stituent parts making up the utility. 
They will differ as to the amount of 
depreciation to be allowed on various 
items. There is no rule of thumb that 
will lead a Commission from this 
morass of nonconcurring testimony. 


The credibility of the witnesses and 
the weight to be given their testimony 
are matters over which the Commis- 
sion must exercise a reasonable and 
fair judgment. The kind of service 
being rendered also has weight on 
both the question of return and value. 

In order to establish the value of 
the company’s property upon which 
it claimed it was entitled to receive a 
return under the statutes, the petition- 
er offered in evidence a valuation 
made by Paul L. Bean, consulting en- 
gineer, which valuation was support- 
ed by further testimony. The attor- 
neys for the town conceded the in- 
ventory as found by Mr. Bean and 
the reproduction cost as figured by 
him, with the exception of the items: 
W-16, Lands; W-17, General Struc- 
tures; W-59, Distribution Mains; 
W-114, Garage Equipment. They 
questioned, however, in general, the 
condition per cent of many of the 
items. To simplify the matter, and 
get the various details, we append 
hereto the detailed claims of the com- 
pany and the town, and also the Com- 
mission’s findings: [Table omitted.] 

The attorneys for the town ques- 
tioned the item W-16, Lands, claim- 
ing a reproduction cost of $3,220, as 
compared with the company’s claim 
of $5,020. Considering the evidence 
in the case, the Commission is of the 
opinion that $4,000 is a fair reproduc- 
tion cost of these lands. 

[5] The town also questioned item 
W-17, General Structures. The com- 
pany’s engineer evaluated the same at 
a cost less depreciation value of 
$1,220. The town carried these struc- 
tures at $570, which is approximately 
the figure carried on the books of the 
company as the very recent cost of 
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this structure. The company’s en- 
gineer felt that the cost as reflected 
on the company’s books must be er- 
roneous, in view of the type of build- 
ing constructed. Although some of 
the company’s officers were present, 
they did not see fit to explain the 
company’s books, assuming that they 
were in error, and the Commission 
feels that it should carry this item at 
cost less depreciation in the amount of 
$570. 

The chief item of controversy was 
W-59, Distribution Mains. The 
company’s engineer carried the cost 
of reproduction new at $116,919, with 
a condition per cent of 80 per cent, or 
a cost less depreciation of $93,361. 
The town carried the cost of repro- 
duction new at $99,833, the condition 
per cent, 70, and the cost less depre- 
ciation being $69,805. The town at- 
tacked, first, the price of labor, fig- 
ured by Mr. Bean at 40 cents per 
hour and by the town at 37} cents 
per hour. In view of the testimony, 
the Commission is of the opinion that 
374 cents per hour is a sufficient price, 
which makes a deduction by reason 
of this change of $3,341. The com- 
pany’s engineer based his estimate on 
the amount of ledge work upon in- 
formation furnished by the company. 
The town challenged this testimony as 
incorrect, and offered that of Mr. R. 
H. Sprague, who was at one time 
connected with the water company, 
and who has had considerable to do 
with the laying of sewers in the town 
of Presque Isle. Considering all of 
the facts in the case, the Commission 
is of the opinion that there should be 
a deduction of $4,997 from the com- 
pany’s estimate of expense of remov- 
ing ledge. 


With regard to the claimed differ- 
ence on galvanized pipe of $475, the 
Commission is not satisfied of any 
error in the figures submitted by Mr. 
Bean. 

[6] The town advanced the prop- 
osition that the reproduction cost of 
the water company plant would be 
sustantially less if Hydro-tite instead 
of lead were used for caulking pipe 
joints. The evidence shows that the 
joints at the present time are caulked 
with lead. While it is true that the 
use of Hydro-tite would save a sub- 
stantial sum of money, it does not 
seem to the Commission that this sub- 
stitution is proper, due to the difficul- 
ties encountered in the North country 
by freezing pipes and the fact that 
Hydro-tite is not well adapted to the 
use of electric thawing. 

The town also suggested that by 
reason of the use of Hydro-tite a 
substantial saving would be produced 
in crew distribution, and Mr. Sidney 
S. Anthony, superintendent of the 
Augusta Water District, offered tes- 
timony that the use of Hydro-tite 
would save the time of from one to 
three men per pipe laying operation 
per day. In view of our former con- 
clusion as to the substitution of 
Hydro-tite, this proposed deduction is 
not sustained. 

Due to the reduction in the cost of 
labor and in the ledge removal, using 
the percentages adopted by Mr. Bean 
in connection with the other computa- 
tions, a further deduction of $1,828 
accrues, or a total of $10,166 from 
the cost reproduction new of W-S59, 
Distribution Mains, as computed by 
Mr. Bean. 

With regard to W-114, Garage 
Equipment, carried at $900 as cost of 
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reproduction new by Mr. Bean, we 
are satisfied that the figure as present- 
ed by the town, which was not refuted 
by the petitioner, is nearer correct, 
which figure is $767. 

As shown in the table presented in 
this opinion, the condition per cent of 
the property as found by the Commis- 
sion is different in many instances 
from that figured by Mr. Bean or 
suggested by the witnesses for the 
town. We have given careful weight 
to the arguments produced on the one 
hand and the other, and have reached 
the several percentages which seemed 
to us to be eminently fair and entirely 
reasonable. 

Computations W-129, W-120, 
W-121, W-122, W-124, and W-123 
seem to be in accord with the facts 
as developed. 


On the question of working capital, 
the company asked for $4,500. The 
town claimed that $2,500 would be 
sufficient. In computing the $4,500, 
the company’s engineer was apparent- 
ly not aware of the fact that billings 
were made quarterly in advance. The 
petitioner’s witness admitted that al- 
though July is the meanest month to 
collect bills in Aroostook, he got 30 
per cent the first month, 50 per cent 
the second month, so that inside of 
sixty days he had 80 per cent of the 
billings. It, therefore, seems to the 
Commission that $2,500 for working 
capital is ample allowance. 


[7] This 


in conjunction 


figure, 
with the other figures as shown in 
the schedule, results in a cost of re- 
production new less depreciation in 
round numbers of $165,000, which 
the Commission feels is some evidence 
of the present value of the plant, with 
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the elements as set forth in the sched. 
ule in detail. 

[8, 9] The town also suggested that 
capitalization value is relevant as the 
reflection of the investment and offers 
some guide to the value of the prop- 
erty. : 

In its petition, the company stated 
that its outstanding securities, con- 
sisting of capital stock and note, 
amounted to $186,650. The town 
took the position that there should be 
deducted from this, $2,000 of floating: 
indebtedness, which is found in the 
$92,000 7 per cent note, and also $61,- 
857.25, in accordance with the report 
made by accountant Lamb of the 
Commission in 1919. 

The town also offers as evidence of 
value: (a) capitalization value, 
claiming the same is relevant as the 
reflection of investment, stating “ex- 
cept as the capital is issued and val- 
ued by actual investment, it affords 
neither measure nor guide to the value 
of the property”; and (b) fixed cap- 
ital, as adjusted or book value, also 
a test of investment. We concur in 
the principles involved. 

Under (a) and (b) above, the 
town’s chief item is the figure of some 
$65,000, which the Commission’s 
auditor in 1919 could not reconcile 
with the data of the company. At the 
hearing in 1935, the town was the 
then complainant, and this Commis- 
sion had occasion, in its opinion, to 
discuss somewhat the matter of cap- 
italization value or fixed capital value. 
We quote: 

“The complainants on the other 
hand insist that the fixed capital 
shown on the company’s books does 
not in fact represent original cost, 
that it has no sufficient foundation on 
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which to rest and is not therefore a 
reliable figure to use in determining 
the rate base or a proper factor in fix- 
ing the present fair value of the com- 
pany’s property. They introduce in 
support of this contention the report 
of William M. Black, former chief 
engineer of this Commission, dated 
March 25, 1919, on the valuation of 
Presque Isle Water Company made 
in connection with F. C. No. 227 
(P.U.R.1920C, 976) an investigation 
made by the Commission of proposed 
advance in rates by Presque Isle Wa- 
ter Company (Town Exhibit 1), and 
also the report of the chief accountant 
of this Commission, dated September 
11, 1919, made in connection with the 
same case. (Town Exhibit 3.) 

“The engineer’s report, based upon 
a 5-year average of prices for the 
years 1913 to 1917 inclusive, shows 
a reproduction cost as of March 25, 
1919, of $121,292 and a reproduction 
cost less depreciation of $109,091. 
As to original cost, the engineer 
states: ‘In trying to arrive at the 
value of the plant no attempt was 
made to find or estimate the original 
cost because of the incompleteness of 
the early records and the fact that 
construction has been extended over a 
long period of years.’ 

“The company in its annual report 
to the Commission for the year end- 
ing June 30, 1915, set up on its books 
as its fixed capital the sum of $190,- 
927.57, which is the amount claimed 
as the property investment of that 
date. This amount is evidently the 
sum of its outstanding liabilities, 
viz.: Common stock, $94,650; Bonds, 
$90,000; Notes Payable, $5,000; and 
Accounts Payable, $1,277.57; total- 
ing $190,927.57. 
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“According to the accountant’s re- 
port (Town Exhibit 3) the only ac- 
counting records prior to 1915 made 
available to him in the preparation of 
his report was the cash book, in which 
expenditures for property were first 
recorded in the year 1901, fourteen 
years subsequent to the year 1887 in 
which the company began business. 
This old record indicates a total in- 
vestment of $125,937.58 to June 30, 
1915, against $190,927.57 set up by 
the company. The difference in these 
two amounts is $64,989.99, which the 
accountant states cannot be reconciled 
with such records as were available. 

“The fixed capital of the company 
since 1915 is based upon the 1915 fig- 
ures above quoted plus additions to 
and less retirements of property since 
that time. The original cost of a util- 
ity property used in the public service 
is one of the elements to be considered 
by the Commission in fixing the pres- 
ent fair value on which rates may be 
based. The amounts claimed for 
such original cost, must, however, be 
supported and sustained by the rec- 
ords of the company or other com- 
petent and reliable evidence on which 
the Commission may depend in order 
to establish the correctness of the fig- 
ures offered.” 

Giving such weight to this line of 
testimony as seems fair and reason- 
able, it leads us to the conclusion and 
we find the present rate base or fair 
value to be $165,000, which includes 
all its property, its rights and plant as 
a going concern, business risk, and 
depreciation. 


Rate of Return 


[10-14] “The return should be rea- 
sonably sufficient to assure confidence 
18 P.U.R.(N.S.) 





MAINE PUBLIC UTILITIES COMMISSION 


in the financial soundness of the util- 
ity, and should be adequate, under ef- 
ficient and economical management, 
to maintain and support its credit, and 
enable it to raise the money necessary 
for the proper discharge of its pub- 
lic duties.” Bluefield Water Works 
& Improv. Co. v. West Virginia Pub. 
Service Commission, 262 U. S. 679, 
67 L. ed. 1176, P.U.R.1923D, 11, 21, 
43 S. Ct. 675. 

The Commission feels that a new 
and untried company may be entitled 
to higher rates because it must pay 
more for its money than one solidly 
established. But a company whose 
investment is safe, returns certain, 
and the risks reduced to a minimum 
does not obviously have such difficul- 
ties in acquiring capital. A rate of 
return should be such as to fairly 
stabilize profits and eliminate specula- 
tion as far as possible. It should be 
such as to provide a necessary reserve 
to give capital a commensurate reward 
during periods of depressed earnings 
and a sum sufficient to care for ordi- 
nary contingencies. The return 
should promote efficient and econom- 
ical management, rather than punish 
such management and neither should 
it reward inefficient or wasteful man- 
agement. The rate should result in 
procuring for the public the best serv- 


ice possible at the minimum price 
consistent with the foregoing. 

No rate figure can be laid down 
that will apply uniformly to all sorts 


of utilities. Smith v. Illinois Bell 
Teleph. Co. (1930) 282 U. S. 133, 
75 L. ed. 255, P.U.R.1931A, 1, 51 
S. Ce 65. 

What annual rate will constitute 
just compensation depends on many 
circumstances. It should be reason- 
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ably sufficient to assure confidence in 
the financial soundness of the utility 
and should be adequate, under ef- 
ficient and economical management, 
to maintain and support its credit. A 
rate of return may be reasonable at 
one time and become too high or too 
low by changes affecting opportuni- 
ties for investment, the money mark. 
et and business conditions generally. 
United R. & Electric Co. v. West, 
280 U. S. 234, 74 L. ed. 390, P.U.R. 
1930A, 225, 50 S. Ct. 123. 

A fair return depends somewhat on 
the character of the investment and 
the interest rates then prevailing. 
Missouri ex rel. Southwestern Bell 
Teleph. Co. v. Public Service Com- 
mission, 262 U. S. 276, 67 L. ed. 981, 
P.U.R.1923C, 193, 43 S. Ct. 544, 31 
A.L.R. 807. 

Compensation must, therefore, de- 
pend greatly upon circumstances and 
locality ; the risk in the business is an 
important factor; the amount realized 
upon investments of a similar nature 
has its bearing; the fact the company 
is secure from competition plays a 
part; the proposition that the interest 
is safe with little possibility of its be- 
ing jeopardized affects the judgment 
of the Commission. Speculative prof- 
its are not needed for seasoned utili- 
ties. Additional capital does not 
seem to be of prime importance, as 
during the last five years additions 
to the Presque Isle Water Company 
plant have been very small and there 
is no evidence of any great demands 
in the near future, although the qual- 
ity of the water is not what it should 
be and some attempts, ineffectual at 
present, have been made to correct 
this situation. 


[15, 16] In July, 1931, bonds in 
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the amount of $90,000 (5 per cent) 
became due and were transferred to 
a demand note for $90,000, the payee 
being the Northeastern Public Service 
Company. In the report for 1932 the 
amount of the note was raised to $92,- 
000 and the interest rate increased to 
7 per cent. In August, 1934, the 
Northeastern Public Service Company 
was succeeded by the Northeastern 
Water and Electric Corporation. Since 
1932 the note has been a demand note 
for $92,000, bearing 7 per cent inter- 
est. The annual report for 1935 
shows the note bears date of August 
15, 1934. 

Section 41, Chap. 62, Rev. Stats. 
1930: “Any public utility 
may issue notes pay- 
able at periods of more than twelve 
months after the date thereof 
for the lawful refunding of 
its obligations provided and 
not otherwise, that upon written ap- 
plication, setting forth such informa- 
tion as the Commission may require, 
there shall have been secured from the 
Commission an order authorizing 
such issue and the amount there- 
os 

Although this note is a so-called 
“demand note” the fact that it has 
already overrun the twelve months’ 
period by considerably over a year 
leads the Commission to the opinion 
that such note is in the teeth of the 
statute and in direct violation thereof. 
While not being fully conversant with 
the reason for the failure of the com- 
pany to comply with the requirements 
of § 41, the fact the company wishes 
to carry this obligation at 7 per cent 
would perhaps be one reason for fail- 
ure to observe the statute. 

The Commission cannot recognize 
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this 7 per cent so-called demand note 
dated August 15, 1934, for $92,000 
according to the 1935 report of the 
company. If we correctly understand 
the position of the company in the 
matter, their claim is: that the rate 
of interest on the note is immaterial 
by reason of the fact the same com- 
pany holds the note that owns the 
stock ; that it is, therefore, to the ad- 
vantage of the company in Federal 
taxes to take the earnings via interest 
rather than dividends on stock; that 
by reason of lower taxes the rate- 
payers are benefited ; that if allowed a 
fair return on the value of the prop- 
erty of the Presque Isle Water Com- 
pany, to conserve the holding com- 
pany’s proportion by 7 per cent inter- 
est is no one’s affair but the holding 
company. We cannot concur in this 
and set aside a Maine statute for any 
such alleged or real benefits to the 
holding company. We can only take 
the position that this obligation is 
within the purview of § 41 of Chap. 
62. We do not say anything as to the 
rate of interest being paid. 

We believe the good, efficient man- 
agement of a utility requires action in 
the financial as well as operating field. 
One of the benefits claimed by those 
favoring holding companies is more 
expert management than can be ex- 
pected of small local utilities like the 
instant company. There is no ques- 
tion in our mind that the Presque Isle 
Water Company could have during 
recent months floated a bond issue at 
43 per cent, which would have netted 
the company par, and cared for in- 
cidental expenses. Our records show 
considerable refunding at 44 per cent 
coupon rate or less—none over that 
figure, and we allow the extra } per 
18 P.U.R.(N.S.) 
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cent for contingencies and changes as 
may have occurred. In our opinion 
this gives fair consideration to pres- 
ent conditions of the money market 
and interest rates in the immediate 
area and state generally, and the char- 
acter of the investment, which has for 
years been particularly stable and non- 
fluctuating. 


Expenses 


Following the Commission’s clas- 
sification, pumping operation expense 
covering a 4-year average amounted 
to $2,428, a 10-year average of $2,- 
475. The company claimed their 
study forecast the amount of $2,700 
per year as necessary. The town 
claimed the 10-year average should 
control. According to the company’s 
1936 report, $1,991.27 was required 
in that year. In 1935, the amount 
was $3,006.04. The company has 
put into operation very substantial 
savings by virtue of improved pump- 
ing, which have been immediately re- 
flected. We consider the company’s 
forecast as strikingly at variance with 
the developing facts, and as this sav- 
ing had been substantially effected at 
the time of the hearing. The forecast 
must be taken cum grano salis. In 
our judgment, an allowance of $2,200 
is sufficient. 

Pumping maintenance was costing 
on a 4-year average, $484; on a 10- 
year average, $369. The company 
claimed $500; the town, the 10-year 
average. We feel that $450 is satis- 
factory. 

Purification operation cost on a 4- 
year average $206; on a 10-year aver- 
age $158. The company claimed 
$300, but offered no evidence to sub- 
stantiate the claim other than opinion, 
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which opinion seems to be lacking in 
factual basis. 

Q. What experience have you had 
indicating it should be $300 instead of 
$158? 

A. Because it has averaged that in 
1935. 

Q. You jump from $200 average 
on your own four years to $300, what 
did you do that for? 

A. For the same reason we in- 
creased our pumping. We think that 
is probably a fairer average for the 
future than four years’ average. We 
take into consideration our judgment 
of the property. 

We allow $200 as adequate. Pu- 
rification maintenance expense has 
been on a 4-year average $96, on a 
10-year average $58. In 1936 it was 
$45.13. We conclude $75 as a proper 
amount. 

Distribution operation costs on a 
4-year average were $1,606; on a 10- 
year average were $1,607. The com- 
pany claimed $1,500 would be suf- 
ficient, stating : 

Q. Do you know why you took the 
lesser figure, namely $1,500? 

A, Well, I simply went over these 
past figures for the four years and 
the average and determined what we 
thought would happen in the next 
four or five years. 

Q. What matters of fact did you 
think would happen, or have any in- 
formation to cause you to think would 
happen ? 

A. I do not think there would be 
any more work to be done in that de- 
partment than there is in the past and 
it seems some of these items had run 
less in the last two years than in the 
first two years. 

That this seems to be a fair state- 


396 





king in 


rou had 
stead of 


that in 


Average 
), what 


we in- 
ik that 
or the 

We 


lgment 


; Pe 
e has 
ona 
it was 
proper 


on a 
a 10- 
com- 
 suf- 


Ik the 


these 
; and 
it we 
next 


you 
y in- 
ould 


d be 
t de- 
and 
run 
| the 


tate- 


PRESQUE ISLE WATER CO. v. ITSELF 


ment is revealed by the fact that in 
1936 actual expenditures were $1,- 
393.55. We accept the forecast of 
$1,500 as a proper figure, not because 
it is a lesser amount but because it 
seems to be borne out by experience. 
Distribution maintenance has a 4-year 
average expense of $895, a 10-year 
average of $972, and the company 
asks for $870. In 1936 the amount 
was $271.81. In our opinion $800 
should be allowed. 

[17, 18] The two items of Com- 
mercial Expense and General and 
Miscellaneous Expense were attacked 
vigorously by the town. The com- 
pany had a 4-year average of $2,471 
for Commercial Expense and $2,655 
for General and Miscellaneous Ex- 
pense, and asked for $2,415 and $2,- 
500 respectively. These charges 


grow out of charges by the Presque 
Isle Water Company, charges for 
supervision, et cetera, by Mr. Swaim, 


who looks after several of the hold- 
ing company’s properties, including 
Presque Isle, charges of the Northeast- 
ern Water and Electric Service Cor- 
poration at Millbury, and charges of 
the service corporation at New York. 
To clarify the situation, the Northeast- 
ern Water and Electric Corporation 
owns all but a few shares of the stock 
of the Presque Isle Water Company. 
It also owns all but a few shares of 
the stock of the Northeastern Water 
and Electric Service Corporation. The 
service corporation furnishes the 
auditing, engineering, billing, et cet- 
era, for the Presque Isle Water Com- 
pany and other utilities owned or 
controlled by the Northeastern Water 
& Electric Corporation. 

Presque Isle Water Company has 
a full time girl in the Presque Isle 
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office and a Mr. Page, whose title is 
somewhat obscure but who, in a way, 
has charge of construction, mainte- 
nance, and other incidental work. 
Over Mr. Page is Mr. J. B. Swaim, 
who is, perhaps, a superintendent, 
having more or less direct charge of 
the Presque Isle Water Company, 
along with other properties of the 
Northeastern Water and Electric Cor- 
poration located in the same general 
territory. At Millbury, Massachu- 
setts, the Northeastern Water and 
Electric Service Corporation has an 
office which has a division manager, 
an engineer and assistant, an auditor 
and five accountants, two billing 
clerks, and four stenographers. At 
New York there is still another office 
of the Northeastern Water and Elec- 
tric Service Corporation, with an en- 
gineer and auditor and other general 
help. 

The Northeastern Water and Elec- 
tric Service Corporation makes cer- 
tain charges for salaries, overhead ex- 
penses, et cetera, which are divided 
among the several companies on a 
percentage of gross income. These 
charges are not based on value of 
services rendered the individual com- 
panies and the Presque Isle Water 
Company has no way of knowing 
what its expense may be to the service 
corporation and nothing to say as to 
the amount. We can state, however, 
that these charges are not grossly ex- 
orbitant and in instances very reason- 
able. However, Chap. 213, Public 
Laws of 1933, reads as follows: 

“No public utility doing business in 
this state shall extend credit or make 
loans to or make any contract or ar- 
rangement, providing for the furnish- 
ing of management, supervision of 
18 P.U.R.(N.S.) 
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construction, engineering, accounting, 
legal, financial, or similar services, or 
for the furnishing of any service oth- 
er than those above enumerated, with 
any corporation, person, partnership, 
or trust, holding, controlling, or own- 
ing in excess of 25 per cent of the 
voting capital stock of such public 
utility, or with any other corporation 
which is itself owned or controlled by 
or affiliated with any corporation, per- 
son, partnership, or trust, holding, 
controlling, or owning a majority of 
the voting capital stock of such public 
utility, unless and until such contract 
or arrangement shall have been found 
by the Public Utilities Commission 
not to be adverse to the public interest 
and shall have received their written 
approval. Provided, however, that 
the Commission shall in the case of 
any utility have the power to exempt 
herefrom, from time to time, such 


classes of transactions as it may 
specify in writing in advance and 
which in its judgment will not affect 
the public interest.” 

While this contract in the instant 
case is not in writing, the acts done 
are certainly “an arrangement” with- 


in the purview of Chap. 213. We 
cannot approve of the arrangement as 
presented, even though we should con- 
clude the charges were reasonable. 
We realize that when the same parties 
own both corporations (the operating 
and the service corporation) it is quite 
difficult to perfect anything like a 
contract for services on the basis that 
would exist if two different parties 
were dealing with each other; con- 
tracting fairly with oneself frequently 
causes a straining of conscience. We 
do believe a definite contract can 
be drawn up that would meet with 
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our approval and enable the Presque 
Isle Water Company to have some 
rights in place of the nonexistent ones 
now in vogue. 

[19, 20] There can be little ques- 
tion that some items of expense asked 
for by the Presque Isle Water Com- 
pany are more for the benefit of the 
holding or service company than for 
the consumers of the Presque Isle 
Water Company. For instance, triple 
billing—New York auditor inquiring 
into Federal income tax data—latest 
rulings on auditing and accounting 
questions—examination of new types 
of rates—decision of Commissions 
and perhaps operation of property and 
engineering. The Millbury office is a 
self-contained unit, and, from our ob- 
servation, in very capable hands. 
Note the testimony : 

Q. Now what benefit does the New 
York office, so far as you know, con- 
fer on the Presque Isle Water Com- 
pany here? 

A. Well, at the present time, the 
New York office is conferring on the 
progress of this rate case. 

We cannot go along and agree that 
all the New York expense is justified. 
The company has failed to satisfy us 
with any proof offered that Presque 
Isle is benefited to any appreciable ex- 
tent thereby. If any help is afforded, 
it is for other interest than the con- 
sumers at Presque Isle and should not 
be a direct charge on them. In 1935, 
the Presque Isle Water Company paid 
salaries in New York of $455.38; 
traveling expenses of $15.01; paid 
rent, et cetera, $60.33; stationery and 
printing, $14.38; telephone and tele- 
graph, $17.01; and general office sup- 
plies and expenses, $156.68, a total of 
$718.79. 
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As against the company’s claim of 
$4915 ($2,415 commercial plus 
$2,500 general) the town sets up 
$1,990 commercial and $695 general, 
a total of $2,685. We are of the 
opinion that $2,250 for commercial 
and $2,000 for general expense is 
fair, considering the entire evidence 
on both sides, the burden of explana- 
tion being on the company. 

[21] The company asks for an al- 
lowance of $100 for uncollectible ac- 
counts, which we find reasonable, and 
also asks for $440 on account of ex- 
pense in connection with this rate case. 
In view of the fact that this case does 
not result in a sustaining of the com- 
pany’s petition, we do not allow any- 
thing for the expense in the instant 
case and we put that burden on the 
stockholders rather than the custom- 


ers. 
Next comes the question of taxes, 
state, county, municipal, and Federal. 


Unless there is a substantial increase 
in municipal, county, and state taxes 
(and there should not be), and Fed- 
eral taxes remain about the same, in 
our opinion an allowance of $4,100 
should be a sufficient amount. 

[22] The 4-year average of depre- 
ciation expense is $1,609; the com- 
pany claims $2,875. Considering the 
history of the plant, its present condi- 
tion, and such other factors as may 
be pertinent, we conclude a deprecia- 
tion of one per cent, or $1,650, to be 
fair and reasonable. 


[23] This brings the total of al- 
lowed expenses to $15,325. We have 
discussed the rate of return earlier in 
this opinion and in view of the kind 
of service rendered and the elements 
herein stated, and the quality of water 
furnished, we find an overall return 
of .053 to be just and reasonable, in 
accordance with § 16 of Chap. 62 of 
the Rev. Stats. of Maine. This calls 
for a total revenue to be raised of 
$24,070. 

Under present rates, the company 
has had over a five years’ average a 
gross income of $25,175. In 1936, 
its gross income was $25,492.68. It 
is apparent from these figures that a 
reduction of rates is in order. In 
view of the set-up of the case and the 
manner in which it was presented, we 
do not feel that we have sufficient 
evidence to make any decision allocat- 
ing increased charges to fire service 
and must, therefore, order the reduc- 
tion to be applied to the domestic 
schedule. 

The change in rates justified by 
these findings is a reduction of all 
first faucet and minimum meter 
charges to: “Dwelling house serv- 
ices; boarding and lodging houses; 
stores, offices, and other general serv- 
ices; saloons and restaurants; and 
rates for metered water,” from the 
present filed rate of $10 to $8.50; the 
foregoing reduction to be filed and 
made effective as of April 5, 1937. 

{ 
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Earl Millard et al. 


Wisconsin Power & Light Company 


[2-U-1081.] 


Re Wisconsin Power & Light Company 


[CA-362.] 


Commissions, § 30 — Jurisdiction — Constitutionality of law. 


1. It is not for the Commission to determine the constitutionality of a law; 
this duty devolves upon the courts, p. 403. 


Monopoly and competition, § 54.1 — Codperative associations and public utility 
companies — Statutory restrictions. 
2. Chapter 17, Laws of 1937, prohibiting electric utility companies from 
beginning construction, installation, or operation within the territory of 
a cooperative association, as shown on a map filed with the Commission by 
the association, until after the expiration of six months from the date of 
filing, and prohibiting such company activities for a period of twelve months 
after such an association has entered into a loan agreement with a Federal 
agency for financing its proposed system and has given written notice 
thereof to the Commission is applicable to proceedings brought under § 
196.26, Statutes, which relates to complaints concerning lack of public utility 
service, p. 403. 
Statutes, § 21 — Retrospective effect — Restriction on rural extension — Codp- 
eratives. 
3. Chapter 17, Laws of 1937, restricting rural extensions by electric utility 
companies in cooperative areas is applicable in a case where the public 
utility company has not begun construction although a proceeding before 
the Commission for authorization of construction was commenced prior 
to the enactment of the statute, p. 403. 


[April 19, 1937.] 

 giiiegowe by group of farmers for extension of electric service 

and application by electric utility company for authority to 

extend its lines; denied except as to certain proposed customers. 

- 
By the Commission: The two and considered together by the Com- 
above-entitled cases concern the same mission. 

matter and were consequently heard A group of farmers from the town 
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of Plymouth, Rock county, came to 
the Commission’s office on February 
10, 1937, and submitted a petition, 
signed by forty-two persons, under 
provisions of § 196.26, Statutes. The 
petition read : 

“We, farmers in the town of Ply- 
mouth, Rock county, Wisconsin, have 
decided that we do not want electric 
service from the Rock County Elec- 
tric Coop, but we do want electric 
service from the Wisconsin Power 
and Light Company. We ask you to 
take whatever steps are necessary to 
have Power and Light Company serv- 
ice extended to us.” 

Without a quorum at the time and 
therefore without legal power to act 
because of two vacancies in its mem- 
bership of three, the Commission sub- 
sequently issued a notice of investiga- 
tion and hearing on February 25, 
1937, and ordered costs of the pro- 
ceeding assessed against the respond- 
ent company. 

Meanwhile the petition had been 
amended by the addition of fifteen 
more signatures, received by the 
Commission on February 17, 1937. 
On the same day the Commission re- 
ceived an application by the company 
under provisions of § 196.49, Stat- 
utes, and General Order 2-U-965 (15 
P.U.R.(N.S.) 364) issued thereun- 
der, for authority to serve the peti- 
tioners, some of whom had visited the 
company’s district office at Janesville. 

In a letter dated February 27th and 
received March lst by the Commis- 
sion, the Rural Electrification Coér- 
dination, a state agency created by 
executive order, objected to the appli- 
cation of the company under provi- 
sion of Rule 4 (b), General Order 
2-U-965, stating : 
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“This office objects to the exten- 
sion of the Wisconsin Power and 
Light Company in the towns of Ply- 
mouth and Rock, Rock county, as 
they conflict with the proposed lines 
of the Rock County Electric Codp- 
erative Association which is now un- 
der construction.” 

Hearing on the petition and the 
company application was held before 
Commissioner Nixon at Janesville, 
Wisconsin, on March 9th and 10th 
with the following appearances: Wis- 
consin Power and Light Company, by 
William Ryan, Madison, Attorney; 
Petitioners in Docket 2-U-1081, by 
Robert J. Cunningham, Janesville, 
Attorney; Rural Electrification Co- 
Ordination, by Lloyd Allan, Madison, 
Attorney; Rock County Electric Co- 
Operative Association, by George S. 
Geffs, Janesville, Attorney; Wiscon- 
sin Rural Electrification Cooperative 
Electric Association, by Floyd E. 
Wheeler, Madison, Attorney. 

On the same day, March 9th, as 
the hearing opened, the official state 
paper published Chap. 17, Laws of 
1937, according to legislative records, 
which had been submitted to the legis- 
lature on January 27th as Bill No. 
26, S. and had been passed by the 
legislature and signed on March 9th 
by the governor. This law amends 
§ 196.49 (2), Statutes, by adding the 
language which is in italics: 

196.49 (2) No public utility shall 
begin the construction, installation, 
or operation of any new plant, equip- 
ment, property, or facility, nor the 
construction or installation of any ex- 
tension, improvement, or addition to 
its existing plant, equipment, prop- 
erty, apparatus, or facilities unless and 
until it shall have complied with any 
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applicable general or special order of 
the Commission. If a codperative as- 
sociation has been incorporated under 
Chap. 185 for the production, trans- 
mission, delivery, or furnishing of 
light or power and has filed with the 
Commission a map of the territory to 
be served by such association and a 
statement showing that a majority 
of the prospective customers in the 
area are included in the project, no 
public utility shall begin any such 
construction, installation, or operation 
within said territory until after the 
expiration of six months from the 
date of the filing of said map and no- 
tice. In the event said codperative 
association has entered into a loan 
agreement with any Federal agency 
for the financing of its proposed sys- 
tem and has given written notice 
thereof to the Commission, no public 
utility shall begin any such construc- 
tion, installation, or operation within 
‘said territory until after the expira- 
tion of twelve months from the date 
of said loan agreement. 

The bill enacting the law provided 
that it should take effect upon passage 
and publication. 

On April 13th counsel for the Rock 
County Electric Codperative Associa- 
tion filed with the Commission a map 
of the territory proposed to be served 
by the codperative and a statement un- 
der provisions of the new law. The 
statement reads: 

“To the Public Service Commis- 
sion of Wisconsin: 

“The Rock County Electric Coodp- 
erative Association hereby certifies 
that it is a codperative association 
incorporated under Chap. 185 of the 
Laws of Wisconsin for the produc- 
tion, transmission, delivery, and fur- 
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nishing of electrical energy for light 
and power; that its Articles of Incor. 
poration were filed with and accepted 
by the secretary of state of the state 
of Wisconsin on April 23, 1936, and 
that a verfiied copy of said articles 
were recorded in the office of the 
register of deeds for Rock county, 
Wisconsin, on April 24, 1936, in Vol. 
ume 27 of Miscellany, page 602. 

“The said Rock County Electric 
Cooperative Association further cer. 
tifies that it has caused to be filed 
with the Public Service Commission 
of Wisconsin, pursuant to Chap. 17 
of the Laws of 1937, a map showing 
the territory to be served with elec- 
trical energy by the said Rock Coun. 
ty Electric Codperative Association; 
that in said territory or area there are 
a total of 1,871 prospective customers 
(or occupied and used premises); 
that of said total number of prospec- 
tive customers the number of 1,283 
thereof are included within the proj- 
ect, and that the number included 
within the project constitutes more 
than a majority of the total number 
of prospective customers in the area 
to be served. 

“Said Rock County Electric Codp- 
erative Association further certifies 
to the Public Service Commission of 
the state of Wisconsin, that on the 
first day of August, 1936, it entered 
into a loan agreement with the Rurd 
Electrification Administration, an 
agency of the United States Govern- 
ment; that such loan agreement is 
evidenced by a note and mortgage 
made, executed, and delivered by it to 
the said Rural Electrification A¢- 
ministration on the said first day of 
August, 1936, and recorded in the of- 
fice of the register of deeds for Rock 
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county, Wisconsin, on the first day 
of September, 1936, in Volume 230 
of Mortgages on page 584. 

“This statement is made pursuant 
to resolution, duly passed, of the 
board of directors of the Rock Coun- 
ty Electric Cooperative Association 
and is signed by and on behalf of the 
said corporation by its president and 
secretary this the 29th day of March, 
A. D. 1937. 

“Rock County Electric Codp- 
erative Association 
“By G. S. Rice (Signed) 
“President 
“J. B. Dybevik (Signed) 
“Secretary.” 

As we read the new law, its pur- 
pose is temporarily to maintain the 
status of public utility facilities and 
service in the territory proposed to be 
served by a cooperative for a period 
which in no case can exceed eighteen 
months and in the case of Rock coun- 
ty will be terminated on next August 
Ist. 

[1] Counsel for the petitioners and 
the applicant company submitted 
briefs contending that Chap. 17, Laws 
of 1937, is unconstitutional and hence 
not applicable to these cases. It is not 
for the Commission to determine the 
constitutionality of a law. This duty 
devolves upon the courts. The Com- 
mission must assume in the adminis- 
tration of the laws which define its 
powers and duties that such laws and 
amendments thereto are constitution- 
al until otherwise held by the courts. 
We make this assumption in the pres- 
ent proceedings. 

[2, 3] Two other suggestions are 
made by counsel for the petitioners 
and the applicant company: (1) That 
Chap. 17, Laws of 1937, is not ap- 
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plicable to proceedings brought under 
§ 196.26, Statutes, which relates to 
complaints by mercantile, agricultur- 
al, or manufacturing societies, bodies 
politic or municipal organizations, or 
groups of citizens concerning rates or 
service or inadequacy or lack of serv- 
ice by a public utility; and (2) that 
the new law is not restrospective and 
therefore not applicable to proceed- 
ings that were pending before the 
Commission at the time the law was 
enacted. 

We do not thus understand the lan- 
guage of the amended statute. Chap- 
ter 17, Laws of 1937, states specifical- 
ly that if a codperative has made cer- 
tain filings with the Commission 
which define the territory in which 
the cooperative proposes to construct 
facilities for electric service to its 
members “no public utility shall be- 
gin any such construction, installa- 
tion, or operation within said terri- 
tory” until after a specified period of 
time. The new enactment must there- 
fore necessarily apply in any case 
where the public utility has not begun 
construction and therefore must apply 
not only to proposed construction in- 
volved in pending matters but also to 
any construction that might be or- 
dered by the Commission as a remedy 
to a complaint concerning lack of 
service under provisions of § 196.26, 
Statutes. 

The law prohibits new construction 
by a public utility in the territory of 
a cooperative for certain periods of 
time when such codperative has made 
the filing provided by the statute ; such 
filings having been made in this case, 
it would be fruitless for the Commis- 
sion to authorize an extension of 
plant that is forbidden by law. There 


18 P.U.R.(N.S.) 





WISCONSIN PUBLIC SERVICE COMMISSION 


rests upon the Commission, in addi- 
tion, an obligation as an administra- 
tive arm of the legislature to carry 
out the legislative intent of the new 
law; as we have already stated, that 
intent is to maintain temporarily the 
status quo of public utility service and 
facilities in the territory in which a 
cooperative proposes to serve after 
such codperative has filed with the 
Commission a map and statement 
pursuant to Chap. 17, Laws of 1937. 

Consequently the Commission’s 
duty is to deny the petition of the 
residents of town of Plymouth, Rock 
county, and the application of the 
company in so far as they involve the 
territory in which the Rock County 
Electric Codperative Association pro- 
poses to serve. 

From a comparison of Exhibit 3, 
a map, submitted by the company, 
which indicates the premises involved 


and a map of the town of Plymouth 
filed by the codperative under provi- 
sions of Chap. 17, Laws of 1937, it 
appears that premises of seven peti- 
tioners are not within the territory of 


the cooperative. These premises are 
designated by Nos. 31, 46, 53, 54, 55, 
56, and 57 on Exhibit 3. The peti- 
tioners are Otto Sarow (31), Caro- 
line Wagley (46), Adholf Gempeler 
(53), Mary Walsh (54), Otto Eg- 
gen (55), John Murphy (56), and 
James Ailport (57). 

To serve Ailport, the company 


would be required to build more than 
2 miles of line over private right of 
way. Without customer contribution 
or other customers along the line, the 
company obviously is unable to serve 
this petitioner under its standard 
rural extension rules, which provide 
for an investment of company funds 
of $400 per customer. The Commis- 
sion therefore will not require the 
company to serve Ailport unless the 
private right of way can be secured 
and Ailport stands ready to contribute 
the cost of the line above $400 or the 
company is able to secure sufficient 
other customers along the more than 
2 miles to justify the construction un- 
der its extension rules. Should Ail- 
port desire to join the codperative, he 
could apparently be served more eco- 
nomically from its lines than by the 
company. 

Five of the remaining six petition- 
ers can be served with the construction 
of only 2 miles of line; the sixth 
(Sarow, 31) can be served from an 
existing line of the company. From 
the Commission’s knowledge of the 
company’s construction costs and its 
rules on file with the Commission, we 
conclude that the six petitioners can 
be given electric service with facili- 
ties financed entirely from company 
funds. We shall, therefore, grant the 
petitions of these six persons and the 
portion of the application of the com- 
pany which concerns them. 
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From this would result in a definite restriction and modification of a Commission 
of the order authorizing the issuance of stock, since the Commission is vested 
nd its with power and jurisdiction to supervise and regulate public utilities and 
oe when it has assumed to act in a particular case the courts are deprived of 
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facili. Iq Prohibition, § 1 — Grounds for dismissing petition — Moot question — Stock 
eatin issue — Financing bus purchase. 

P hi 4. The question raised by a petition for a writ of prohibition to prohibit 
ow a court from issuing an injunction having the effect of restricting and 
nd the modifying a Commission order which authorized the issuance of stock for 
» com- the purchase of busses does not become moot by reason of the fact that 


the busses have been purchased and placed in operation; that someone may 
have temporarily financed such purchase is not an answer to the question 
submitted and until the busses have been acquired in the manner prescribed 
by the Commission, the question is not moot, p. 408. 


[February 10, 1937.] 


| otra for writ of prohibition to prevent a court from pro- 
ceeding further in an action to secure an injunction restrict- 
ing the issuance of stock, the issuance of which had been author- 
ized by the Commission; writ granted. 
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APPEARANCES: Peter tum Suden 
and Richard tum Suden, both of San 
Francisco, for petitioner; Rolland L. 
Pope, of Vallejo, Dunnell & Wollen- 
berg, of San Francisco, and Joseph 
M. Raines, of Fairfield, for respond- 
ent. 


Putten, P. J.: Petitioner seeks 
by this writ of prohibition to prevent 
respondent from proceeding further 
in an action pending in the superior 
court of the state of California in 
and for the county of Solano, where- 
in Agnes Irene Geer is plaintiff and 
Vallejo Bus Company, a corporation, 
Victor Raahauge, Ney Raahauge, and 
Raymond Bottari are defendants. 


The first cause of action set forth 
in the complaint is for a dissolution 
of a partnership alleged to exist be- 
tween Agnes Irene Geer and Victor 
Raahauge, and to declare Vallejo Bus 
Company to be a trustee of such co- 
partnership, and the second cause of 
action is for declaratory relief. 

The petition for the writ of prohi- 
bition alleges the Vallejo Bus Com- 
pany, a corporation, is a public utility 
and operates a passenger transporta- 
tion service between Mare Island and 
the city of Vallejo and certain nearby 
points. It further sets forth that in 
September, 1936, the Vallejo Bus 
Company filed an application with the 
Railroad Commission of the state of 
California for an order authorizing 
it to issue $6,000 of its capital stock 
to finance the purchase of new equip- 
ment. 

Upon the hearing evidence was in- 
troduced in support of the application 
to the effect that the equipment then 
in use was obsolete and unsafe.. Mrs. 
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Geer was present and submitted evi- 
dence that the Vallejo Bus Company 
was not financially able to carry out 
the proposed contract to purchase the 
new equipment and at the same time 
to keep up contracts previously en- 
tered into. Thereafter the Railroad 
Commission authorized the bus com- 
pany to issue not to exceed $3,000 of 
its capital stock for the purpose of 
acquiring two new automobile busses 
“provided said $3,000 par value of 
stock be offered for sale to applicant's 
stockholders, with the understanding 
that if any stockholder does not sub- 
scribe for and pay for his or her pro 
rata share within twenty days after 
the date of said offer, said stock not 
acquired by said stockholder may be 
acquired by the other stockholder or 
by any one else.” Pursuant to this 
order of the Commission, the corpo- 
ration offered the stock for sale and 
Victor Raahauge, a stockholder own- 
ing and holding 51 per cent of the 
issued and outstanding stock of the 
corporation, subscribed for and pur- 
chased 51 per cent of the new stock 
issue, being his pro rata thereof, and 
at the same time offered to subscribe 
for an unsubscribed stock. Mrs. 
Geer, a stockholder owning 49 per 
cent of the stock of the corporation, 
was requested to subscribe for her pro 
rata but refused, and before the ex- 
piration of the twenty days within 
which others could purchase her al- 
lotment she filed the action above re- 
ferred to in the superior court of the 
state of California in and for the 
county of Solano, and obtained a re- 
straining order holding matters in 
status quo. Upon the filing of this 
complaint Raahauge withdrew his of- 
fer to purchase any of the 49 per cent 
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of the stock that had been set aside 
for Mrs. Geer. 

Upon the hearing of the order to 
show cause, Raahauge, among others, 
appeared and objected to the superior 
court considering the matters set 
forth in the complaint as being beyond 
the jurisdiction of that court. After 
hearing argument thereon, respondent 
court issued an injunction pendente 
lite wherein it was ordered “that pend- 
ing the determination of the above- 
entitled action (Geer v. Victor Raa- 
hauge, Ney Raahauge, Raymond 
Bottari, and Vallejo Bus Company, a 
corporation) on its merits said de- 
fendants above named be and each of 
you are restrained and enjoined from 
taking or receiving, issuing, or hy- 
pothecating, assigning, selling, or 
transferring any of the capital stock 
of said corporation Vallejo Bus Com- 
pany, provided however that the said 
stock authorized to be issued in the 
permit of the Railroad Commission 

may be issued to the defendant 
Victor Raahauge the said Victor 
Raahauge however is hereby re- 
strained and enjoined from transfer- 
ring, assigning, selling, hypothecat- 
ing, or encumbering any of the capital 
stock of said corporation that may 
be so issued to him as aforesaid by 
virtue of said permit herein referred 
to.” 

It is the contention of petitioner 
herein that the superior court had no 
jurisdiction to review, annul, or en- 
join petitioner from carrying out the 
order of the Railroad Commission for 
the reason that the provisions of the 
Public Utilities Act (Stats. Ex. Sess. 
1911, p. 18, as amended), provide 
that in all collateral actions and pro- 
ceedings the orders and decrees of the 
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Railroad Commission which shall 
have become final are conclusive, and 
that no court of this state, except the 
supreme court, shall have jurisdic- 
tion to review, reverse, correct, or 
annul any order or decree of the Rail- 
road Commission. 

In answer, the respondent con- 
tends the injunction pendente lite 
does not conflict with the order of the 
Railroad Commission for that order 
permitted the bus company to issue 
stock to Raahauge to procure funds 
with which to make the down pay- 
ments on two new busses which was 
in accordance with the resolution of 
the company, and respondent further 
contends that inasmuch as the down 
payments have been made and the 
new busses delivered and put into 
service that the question is now 
moot. 

[1] It is claimed also that inas- 
much as the original action is one in 
equity, application for a writ of pro- 
hibition should in the first instance 
have been made to the supreme court. 
This last contention is disposed of by 
the case of Favorite v. Superior Court 
(1919) 181 Cal. 261, 184 Pac. 15, 8 
A.L.R. 290, wherein the supreme 
court held there was no merit in a 
motion to quash a writ of prohibition 
issued by the district court of appeal 
in an equitable action inasmuch as 
both the supreme court and district 
courts of appeal have equal and con- 
current jurisdiction to issue writs of 
prohibition in all proper cases. 

[2, 3] Although respondent claims 
the injunction pendente lite does not 
conflict with the order of the Rail- 
road Commission, a reading of the 
order of the Commission discloses 
that it is therein provided that if the 
18 P.U.R.(N.S.) 
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offered stock of the bus company is 
not subscribed by a stockholder with- 
in a specified time it may then be of- 
fered for sale to the general public, 
while the injunction pendente lite is- 
sued by the superior court would limit 
the issuance of stock to Victor Raa- 
hauge only, a definite restriction and 
modification of the order of the Rail- 
road Commission. The Railroad 
Commission is vested with the power 
and jurisdiction to supervise and reg- 
ulate public utilities and to do all 
things necessary or convenient to the 
exercise of that power, and having 
assumed to act in a particular case, 
the courts are deprived of jurisdic- 
tion. Truck Owners & Shippers v. 
Superior Court (1924) 194 Cal. 146, 
228 Pac. 19. 

[4] As to the contention that this 
question has now become moot by 
reason of the fact that the busses 
shave been purchased and placed in op- 
eration, it is sufficient to say that al- 
though someone may have tempo- 
rarily financed such purchase is not 
an answer to the questions here sub- 
mitted, and until the busses have been 
acquired in the manner prescribed by 
the Commission, the question here 
presented is not moot. 


Many cases are cited by respective 
counsel in their briefs dealing with the 
authority of the Commission and 
with the power of the courts to re. 
view its decrees, but it requires the 
citation of no authority to show that 
the action of the trial court culminat- 
ing in the injunction pendente lite is 
an attempt to limit or review the order 
of the Commission and beyond its 
jurisdiction. Without the citation of 
authority or a further discussion of 
the facts, it is apparent that the order 
of the trial court has the effect of 
circumscribing the order of the Rail- 
road Commission, and it is ordered 
therefore that the respondent court be 
permanently restrained and enjoined 
from proceeding further in the above- 
entitled action affecting petitioner’s 
rights and duties to carry out the de- 
cree of the Railroad Commission of 
the state of California in reference to 
the issuance and sale of the capital 
stock of the Vallejo Bus Company, a 
corporation, as defined in decision No. 
29138 of that body, as it affects the 
right to offer for sale the stock of the 
Vallejo Bus Company to the general 
public. 


We concur: Thompson, J.; Plum- 
mer, J. 
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Public Service Commission of Missouri 


Ozark Utilities Company 


[Case Nos. 6841, 8364.] 


Valuation, § 74 — Determination of book cost — Deduction of write-up. 
1. An increase in book cost by reason of an appraisal of property should be 
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deducted if any consideration is to be given to the amount shown on the 
company’s books, p. 412. 


Valuation, § 133 — Contractor's profit — Basis — Structures — Electrical facili- 
ties. 

2. An appraisal of electric utility property not differing materially from 
other properties of this nature was based upon the theory that it would not 
be necessary to employ a general contractor for the construction of the en- 
tire plant, where Commission engineers assumed the use of a general con- 
tractor only for the construction of structures while company engineers as- 
sumed the use of a contractor for erection of generating equipment and the 
construction of distribution and transmission lines as well, p. 415. 


Valuation, § 144 — Overheads — Preliminary organization, legal, and miscellane- 
ous construction expenses. 
3. An allowance of 3 per cent was held to be sufficient for the items of 
preliminary organization, legal, and miscellaneous construction expenses in 
valuing electric utility property, p. 415. 


Valuation, § 124 — Overheads — Basis. 
4. A percentage allowance for preliminary organization, legal, and miscel- 
laneous construction expense should be applied to all items except land and 
general equipment of an electric utility, but should include telephone and 
telegraph equipment, p. 415. 


Valuation, § 135 — Overheads — Engineering and superintendence. 
5. An allowance of 5 per cent was held adequate for engineering and super- 
intendence in the valuation of electric utility property, 415. 


Valuation, § 140 — Overheads — Interest during construction. 
6. Interest during construction of an electric plant was allowed at the rate 
of 6 per cent for a period of one year, expenditures being considered as be- 
ing distributed unitormly over the period, with a resulting allowance of 3 
per cent on all structural items with the exception of general equipment but 
including telephone and telegraph equipment and overheads and 6 per cent 
on the fair value of land, p. 416. 


Valuation, § 93 — Accrued depreciation — Depreciable items — Overheads. 
7. Accrued depreciation should be deducted for all general overheads ex- 
cept preliminary organization, legal, and miscellaneous expenses, since pre- 
liminary organization and legal expenses are related to the corporate struc- 
ture and not to the physical property, while the other overheads are as much 
a part of the physical structtire as labor and material overheads, p. 417. 


Valuation, § 114 — Cost of financing. 
8. No allowance should be made in a reproduction cost estimate for cost of 
financing, representing the cost of assembling funds necessary for the con- 
struction of the property, p. 417. 


Valuation, § 290 — Cash working capital — Relation to operating expense — In- 
clusion of average cash balances. 
9. Inclusion of average cash balances in a calculation of cash working capi- 
tal is in effect a duplication when the calculation is based upon operating ex- 
penses and prepaid items, since the money collected is placed in the bank 
and tends to bolster up the cash balance in the bank, and to include that 
item as well as the operating expenses is erroneous, p. 417. 
409 18 P.U.R.(N.S.) 





MISSOURI PUBLIC SERVICE COMMISSION 


Valuation, § 292 — Cash working capital — Inclusion of arrearages of customers. 
10. Inclusion of arrears from delinquent customers in a calculation o€ cash 
working capital is erroneous when the cash working capital is based upon 


operating expenses, p. 417. 


Valuation, § 290 — Cash working capital — Average collection cycle as basis ~ 


Cash buffer fund. 


11. The accurate and accepted way of determining cash working capital is 
by taking operating expense, exclusive of power purchased, insurance, and 
taxes, and determining what proportion of it is necessary for one operating 
cycle, adding thereto prepaid expenses and allowing in addition a reasonable 
amount as a cash buffer fund, p. 417. 
Valuation, § 332 — Going value — Separate allowance. 

12. No separate allowance should be made for going concern value but ina 
determination of fair value of property such property should be considered 
as a going concern with a proper allowance for this element of value, p. 418. 


Depreciation, § 16 — Basis for annual allowance — Easement. 
13. Easements should not be included in the basis for calculating annual 
depreciation when no deduction for accrued depreciation on easements has 
been made in determining the valuation, p. 419. 


Depreciation, § 51 — Electric utility — Percentage allowance. 
14. An allowance of 3.5 per cent was held to be ample for annual deprecia- 
tion of electric utility property, p. 419. 


Expenses, § 84 — Payment to related company — Management fee — Unproven 


cost. 


15. A management fee paid to an affiliated company was disallowed as an 
operating expense where there was not sufficient evidence to verify the cost 


of the service rendered, p. 420. 


Valuation, § 3 — Necessity of finding — Rate investigation. 
Discussion, by dissenting Commissioners, of the propriety of making a find- 
ing of fair value when it is determined that a company is not earning a legal 
rate of return and, therefore, there cannot be any rate reduction, p. 422. 


(AnpeERson and Fercuson, Commissioners, dissent.) 
[April 7, 1937.] 
| peepee of rates of an electric utility company; finding 
made as to fair value and depreciation rate, and petition for 
rate reduction dismissed without prejudice. 


By the Commission: This matter 
is before us on the Commission’s own 
motion instituting proceedings to de- 
termine the present fair value of the 
property of the Ozark Utilities Com- 
pany, by order dated January 28, 
1930. The engineering department 
of the Commission was directed to 
make an inventory and appraisal of 
the property of the Ozark Utilities 


Company, and the accounting depart- 
ment of the Commission was directed 
to make an audit of the books and rec- 
ords of the company for the purpose 
of furnishing any and all information 
deemed necessary to the Commission 
for its determination of proper operat- 
ing charges, present fair value, or oth- 
er proceedings that may be deemed 
necessary. As stated in the order, this 
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was “in accordance with the policy of 
the Commission to obtain data for its 
files that appears necessary for future 
rate and financial proceedings.” The 
file indicates that it was not the inten- 
tion of the Commission that its en- 
gineering and accounting staffs begin 
the immediate appraisal of the prop- 
erty and audit of the books of the 
company. 

On November 23, 1931, the city of 
Miller, Missouri, filed a copy of the 
resolution passed by the board of al- 
dermen requesting this Commission to 
investigate the value of the property 
and the revenues and expenses of the 
company assignable to the city of Mil- 
ler, in order to determine the reason- 
ableness of the rates. On March 27, 


1933, a petition signed by 155 citizens 
of Greenfield, Missouri, was filed with 
this Commission requesting a reduc- 
tion of rates amounting to 334 per 


cent. This petition was designated as 
Case No. 8364. The company filed 
answer to the complaint of the citizens 
of Greenfield on April 5, 1933, stating 
that a reduction in the company’s earn- 
ings at this time “would jeopardize 
its financial integrity and limit the 
ability to supply dependable service 
and make the necessary extensions 
and betterments that are required even 
during this period of economic dis- 
tress.” On April 27, 1934, the Com- 
mission issued an order consolidating 
Case No. 8364 with Case No. 6841 
because the questions raised by the 
complainants are covered by the gen- 
eral investigation ordered in the latter 
case. The Commission’s engineering 
and accounting staffs started work in 
May, 1934, on the valuation of the 
property and audit of the books of the 
company. The appraisal and audit 


reports were filed on February 26, 
1935. The case was heard before 
three members of the Commission at 
its hearing room in Jefferson City on 
June 6 and 7, 1935, due notice of hear- 
ing having been given to all interested 
parties. 

The Ozark Utilities Company, 
sometimes hereinafter referred to as 
“company,” is a Missouri public util- 
ity corporation with general and cor- 
porate offices at Sixth and Joplin 
streets, Joplin, Missouri. The com- 
pany owns and operates electric pub- 
lic utility property located in nine Mis- 
souri counties, and serves approx- 
imately 5,000 customers in the follow- 
ing incorporated and unincorporated 
towns and rural adjacent communi- 
ties: [List omitted. ] 

The company’s generating property 
consists of a hydroelectric generating 
station of 425-kilowatt capacity locat- 
ed on the Sac river at Caplinger Mills, 
and two oil engine generating stations, 
one at Bolivar with a capacity of 700 
kilowatts, and one at Greenfield with 
a capacity of 1,776 kilowatts. The 
company purchases the entire output 
of the West Missouri Power Com- 
pany’s hydro plant on the Osage river 
near Osceola, Missouri, and also pur- 
chases considerable energy from The 
Empire District Electric Company, an 
affliated company. During the 
twelve months’ period ended July 21, 
1934, the percentages of purchased 
and generated power were as follows: 


Purchased Power: 
West Missouri Power Company .. 62.59% 
The Empire District Electric Com- 
pany 
Generated Power: 
Bolivar Gas Engine Plant 
Caplinger Mills Hydro Plant ... 
Bowers Mill Hydro Plant 
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The Commission’s engineers desig- 
nated as ‘‘Property Not Used in Pub- 
lic Service’ the Jasper ice property, 
an oil engine generating station of 
200-kilowatt capacity at Bolivar, the 
equipment formerly installed at Bow- 
ers Mill hydroelectric plant but dis- 
mantled and in storage on the date of 
appraisal, a discontinued water wheel 
installed at the Old Mill plant at 
Caplinger Mills, and several minor 
items. 

Corporate History 


The Ozark Utilities Company was 
incorporated in Missouri on Novem- 
ber 12, 1924, by the Green interests of 
Pleasant Hill, Missouri. The nucleus 
of this company was the property of 
L. K. Green and Sons, a partnership, 
of Pleasant Hill, Missouri, which was 
acquired on November 13, 1924. A 
general summary of the property ac- 
quisitions and expenditures for addi- 
tions and betterments, as recorded in 
the Fixed Capital Account of the 
Ozark Utilities Company, is as fol- 
lows: 


L. K. Green and Sons $192,971.89 

Buffalo Property 10,042.49 

Collins Property 100.00 

Southwestern Electric Light and 
Milling Company 29,001.91 

Stotts City Property 400.00 

Jasper Electric Light Company 

Sheldon Property 

South Missouri Power Company 

Increase based on appraisal of 
January 15, 192 

Liberal Light and Power Com- 
pany 

Expenditures recorded for addi- 
tions, betterments, and im- 
provements, December 1, 1924, 
to July 31, 1934 

Sale of Liberal District to Mis- 
souri Public Service Company 


7,500.00 
227,438.00 


269,854.26 
76,810.41 


933,305.95 
*262,095.00 


Total fixed capital account 
per books of Ozark Utili- 


ties Company, July 31 
1934 $1,495,336.91 


* Credit. 
18 P.U.R.(N.S.) 


Commission’s Exhibit No. 4 describes 
in detail the properties acquired and 
the financial transactions that took 
place during the consolidation of these 
properties. 

[1] The total sum of $1,495. 
336.91, purporting to represent the 
original cost of the property, cannot 
be accepted because the records of the 
company were not sufficiently com- 
plete to make a complete audit of the 
fixed capital accounts, because the 
fixed capital accounts have been writ- 
ten up in the sum of $269,854.26 as 
a result of an appraisal made of the 
property, and because the purchase 
prices of the properties were entered 
on the books instead of the original 
cost to the person or company first 
placing the property in public serv- 
ice, and the Commission’s account- 
ants were unable to obtain original 
cost records. Even the expenditures 
recorded for additions, betterments, 
and improvements from December 1, 
1924, to July 31, 1934, were not sus- 
ceptible to verification because a con- 
siderable number of vouchers and un- 
derlying records were missing. If 
any consideration is to be given to 
the amounts shown on the company’s 
books, the sum of $269,854.26, rep- 
resenting the increase by reason of 
the appraisal of the property made in 
1926 by Day & Zimmermann, Inc., 
should be deducted. 


Cost of Reproduction 


Two appraisals were considered in 
evidence, one by the Commission’s en- 
gineering staff, marked Exhibit 1, 
and one by the company engineers, 
marked Exhibit 6. Both appraisals 
are based on an inventory made by 
the company engineers and checked 
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by the Commission engineers. The 
unit prices which have been applied 
to the assembled inventory by both 
groups of engineers purport to reflect 
the cost of labor and materials as of 
August 1, 1934. In the determination 
of the labor rates both groups of en- 
gineers, according to the evidence, 
gave consideration to the various code 
authorities and working conditions 
prevailing under the National Recov- 
ery Act. 

The Commission engineers esti- 
mated the cost of reproduction of the 
property used and useful in public 
service to be $1,137,223. This 
amount does not include general over- 
heads. They also estimated the cost 
of reproduction of the nonused elec- 
trical property to be $77,972, exclu- 
sive of general overheads. The lat- 


ter sum is obtained by deducting the 
reproduction cost of the ice property, 


amounting to $15,714, from the re- 
production cost of all nonused prop- 
erty including ice property, amount- 
ing to $93,686, shown in Commis- 
sion engineers’ appraisal (Exhibit 1) 
on page 353. This indicates a cost 
of reproduction of all electrical prop- 
erties, both used and nonused, of 
$1,215,195. 


The company engineers estimated 
the cost of reproduction of the elec- 
trical property to be $1,363,830. 
They made no segregation between 
the used and nonused electrical prop- 
erty. This sum does not include gen- 
eral overheads. The company en- 
gineers estimated the reproduction 
cost of the ice property, exclusive of 
general overheads, to be $16,123. 

Commission engineers placed a val- 
ue of $9,273 on the land and ease- 
ments used in public service, and $4,- 
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150 on land not used in public service 
but assignable to the electric depart- 
ment. A value of $86 was placed on 
the land assignable to the ice depart- 
ment. The company engineers as- 
signed a value of $29,074 to the land 
used in connection with the electrical 
property. No separation was made 
between used and nonused land 
though witness for the company con- 
ceded, on cross-examination, that the 
parcel of land at Bowers Mill, valued 
at $2,575, and the parcel on the Sac 
river, otherwise known as the Ritchie 
Mill dam site, valued at $1,000, 
should properly be classed as non- 
used property. The company en- 
gineers placed the same value on the 
land at the old power plant at Bolivar 
and the pole yard at Humansville 
that was placed on these parcels by 
the Commission engineers, but where- 
as the Commission engineers includ- 
ed only 80 per cent of the power 
plant site at Bolivar and 50 per cent 
of the pole yard at Humansville, the 
company engineers included 100 per 
cent of these items. The Commis- 
sion engineers also segregated the 
parcel at Stockton and assigned $100 
to transmission property and $125 as 
nonused, whereas the company en- 
gineers placed a value of $250 on all 
the land at Stockton and made no 
segregation. 

The major difference in the two 
appraisals of land lies in the value 
placed upon the right of way. The 
Commission engineers estimated the 
fair value of easements for the trans- 
mission lines to be $3,425. This 
amount is not based upon the com- 
pany’s actual expenditures because no 
records were available that indicated 
the total expenditures for right-of- 


18 P.U.R.(N.S.) 





MISSOURI PUBLIC SERVICE COMMISSION 


way easements. The company en- 
gineers included $18,951 for right-of- 
way easements. The company claims 
that this estimate is based on the ex- 
perience of The Empire District 
Electric Company in constructing the 
transmission line from Springfield to 
Cole Camp and other lines in this ter- 
ritory. On cross-examination, com- 
pany’s witness admitted that the esti- 
mate was based upon the cost of lines 
for 33,000 to 133,000-volt circuits, 
and admitted that easements for high- 
er voltage lines have a higher cost 
than those for transmission lines of 
lower voltages. 


We think it not only desirable but 
essential that the nonused property be 
separated from that used in public 
service. The two groups of engineers 
are in agreement on all values of land 
with the exception of a slight differ- 
ence of $25 in the land used at Stock- 


ton and the values to be placed upon 


right-of-way easements. No excep- 
tion was made by the company to the 
allocation between used and nonused 
land made by the Commission en- 
gineers. We will, therefore, adopt 
this separation. The usual procedure 
of including right-of-way easements 
at actual cost was not followed here 
because of the lack of records. We 
are of the opinion, however, that 
$5,000 is an ample value to be placed 
on the right-of-way easements used 
by the company for its transmission 
system. 

The Commission engineers indicat- 
ed three corrections to be made on 
Exhibit 1. On page 304, the 50-kilo- 
volt Moloney transformer with a re- 
production cost of $682 and a cost of 
reproduction less depreciation of $648 
should be eliminated. On page 312, 


the 50-kilovolt General Electric trans- 
former with a reproduction cost of 
$241 and a cost of reproduction less 
depreciation of $229 should be elimi- 
nated. On page 337, the item of $8, 
105, the reproduction cost of No. 4 
A.C.S.R. wire should read $810, re- 
sulting in a reduction of $7,295. The 
cost of reproduction less deprecia- 
tion should be reduced by the amount 
of $7,149. These items result in a 
total reduction of the cost of repro- 
duction by $8,218. 

The company’s inventory and ap- 
praisal should be adjusted by the elim- 
ination of property classified as non- 
used. This consists of the mill pow- 
er house at Caplinger Mills, at a cost 
of reproduction of $1,135; a portion 
of the old power plant at Bolivar, hav- 
ing a cost of reproduction of $4,769, 
of which 34 per cent should be clas- 
sified as nonused; all of the equip- 
ment at the old power plant at Boli- 
var detailed in Exhibit 6 on page 9, 
having a cost of reproduction of $1,- 
091, and on page 11, having a cost of 
reproduction of $23,108, and on pages 
12 and 13, having a cost of reproduc- 
tion of $11,183. The total nonused 
property amounts to $38,138. 

A comparison of the items includ- 
ed in the various accounts also dis- 
closes that some items which the Com- 
mission engineers classified under 
Account 324—Fuel Holders, Produc- 
ers, and Accessories, were classified 
by the company engineers under Ac- 
count 325—Internal Combustion En- 
gines. However, this is immaterial, 
attention being called to this fact 
only to show why the total included 
in Account 324 in the company en- 
gineers’ appraisal is considerably less 
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than that included in the same account 
by the Commission engineers. 

[2] The major difference in the 
two appraisals is attributable to the 
fact that the company engineers as- 
sumed that a general contractor 
would be employed to construct the 
plant in its entirety whereas the Com- 
mission engineers assumed the use of 
a general contractor only for the con- 
struction of structures. The com- 
pany engineers added 20 per cent on 
all labor involved in the erection of 
generating equipment and the con- 
struction of distribution and trans- 
mission lines, assuming that the com- 
pany would use its own credit facili- 
ties and purchasing ability to acquire 
materials for these items. On the bal- 
ance of the construction, the com- 
pany engineers assumed a contractor’s 
profit of 10 per cent on both materi- 
al and labor. The company engi- 
neers’ estimate of the construction of 
poles, towers, and fixtures exceeded 
the Commission engineers’ estimate 
by approximately $53,000, and their 
estimate for the construction of over- 
head conductors exceeded the Com- 
mission engineers’ estimate by ap- 
proximately $56,000. The difference 
in the other accounts varies from 10 
per cent to 20 per cent. 

It appears to us that this property 
does not differ materially from other 
properties of this nature, and that it 
would not be necessary to employ a 
general contractor for the construc- 
tion of the entire plant. Considering 
all the facts and evidence before us, 
we are of the opinion and find that 
the cost of reproduction of the used 
and useful structural property, ex- 
cluding land and general overheads, is 


$1,150,000, 
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General Overheads 


[3,4] The Commission engineers 
included 3 per cent for preliminary 
organization, legal, and miscellaneous 
expenses during construction. This 
percentage was applied to all items 
except land and general equipment, 
but included the item of telephone 
and telegraph equipment ordinarily 
included with general equipment. 
Company engineers included 1.5 per 
cent for preliminary organization, 1.5 
per cent for legal expenses, and 2 per 
cent for miscellaneous construction 
expenditures. These percentages 
were applied to all structural items as 
well as land, general equipment, and 
the allowance for engineering and 
superintendence. We see no unusual 
circumstances or conditions existing 
on this property that would justify an 
unusual allowance for the items of 
preliminary organization, legal, and 
miscellaneous construction expenses. 
In our opinion 3 per cent should suf- 
fice for these items. This percentage 
should be applied to all items except 
land and general equipment, but 
should include telephone and _ tele- 
graph equipment. 

[5] The Commission engineers in- 
cluded 5 per cent for engineering and 
superintendence. This percentage 
was applied to all items except land 
and general equipment, but included 
telephone and telegraph equipment. 
The company contended for an allow- 
ance of 7.5 per cent. The witness for 
the company contended that the per- 
centage allowed for engineering and 
superintendence on a small property 
should be greater than on a large 
property because the expenditure does 
not vary proportionally with the 
amount of construction and because 
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there are irreducible minimums irre- 
spective of the size of the property. 
On cross-examination, when the wit- 
ness was confronted with the fact 
that his allowance on a property of 
similar type was only 5 per cent, al- 
though he had assumed it was 7.5 per 
cent, his reply was, “We live and 
learn!” We are of the opinion that 
5 per cent is adequate for engineer- 
ing and superintendence, and that this 
percentage should include telephone 
and telegraph equipment. 

The Commission engineers included 
1.343 per cent of the value of the land 
and 0.672 per cent of the cost of re- 
production of the balance of the struc- 
tural items, with the exception of gen- 
eral equipment but including tele- 
phone and telegraph equipment, as tax- 
es during construction. The company 
engineers included 0.5 per cent as 
taxes during construction, and applied 
this percentage to all structural items 
as well as land and the allowance 
for engineering and superintendence. 
Both groups of engineers based their 
calculations of taxes on the amount 
the company was paying at the time of 
the appraisal. The Commission en- 
gineers estimated taxes during con- 
struction on the property used and 
useful to be $7,620. The company 
engineers’ estimate was $7,312, and 
included the electric property not in 
use. Since both groups of engineers 
made their calculations on the basis 
of the taxes actually paid at the time 
the appraisal was being made, the per- 
centages thus derived are immaterial. 
We will, therefore, include $7,500 for 
taxes during construction as_ this 
amount seems reasonable in view of 
the amounts shown in the two ap- 
praisals. 

18 P.U.R.(N.S.) 


[6] The Commission engineers 
calculated interest during construc- 
tion on the basis of a 6 per cent rate 
and a one-year construction period. 
The company used the same construc. 
tion period, but assumed 8 per cent as 
the rate of interest. The company’s 
witness stated that in his opinion the 
rate of return on this property should 
be 8 per cent, and, therefore, the in- 
vestors were entitled to an interest 
rate during construction equal to the 
rate which the investors will get when 
the property is being operated. On 
cross-examination, the witness admit- 
ted, however, that the affiliated com- 
panies of the Cities Service Company 
borrow money from the parent com- 
pany at 6 per cent. In all recent cas- 
es that have come before this Com- 
mission we have allowed 6 per cent as 
the rate of interest during construc- 
tion. We see no unusual conditions 
in this case or in this property that 
would require a higher rate of inter- 
est. We will, therefore, include in- 
terest during construction at the 6 
per cent rate for a period of one year. 
If the expenditures are considered 
distributed uniformly over the peri- 
od, this is equivalent to 3 per cent on 
all structural items with the excep- 
tion of general equipment but includ- 
ing telephone and telegraph equip- 
ment and overheads and 6 per cent on 
the fair value of land. 


Accrued Depreciation 


The two groups of engineers made 
separate studies to determine the 
amount of accrued depreciation in 
the property. Though based on the 
same basic theory of determining the 
accrued depreciation by observation 
and a study of the maintenance and 
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operation of the property, the result- 
ing percentages are quite different, 
the Commission engineers having es- 
timated the property to be in 87.4 per 
cent condition whereas the company 
engineers’ computation results in the 
property having an over-all condition 
of 92.35 per cent. The percentages 
are obtained by dividing the estimate 
of the cost of reproduction less depre- 
ciation by the estimate of cost of re- 
production. As a matter of fact the 
engineers made separate estimates of 
the accrued depreciation on the vari- 
ous items of property, such as gener- 
ators, buildings, meters, poles, etc. 
The difference in the percentages may 
be attributed entirely to the human 
element, the company engineers no 
doubt leaning favorably to the com- 
pany in estimating the deductions for 
accrued depreciation. We are of the 
opinion, however, that 90 per cent 
reasonably reflects the condition of 
this property, being aware that a con- 
siderable portion of it was construct- 
ed in the period from 1924 to 1934. 
We will, therefore, use this percent- 
age in arriving at the fair value of the 
property. 

[7] The company engineers do 
not make any deduction for depreci- 
ation of general overheads with the 
exception of engineering and superin- 
tendence. The Commission engineers 
deduct for accrued depreciation from 
all the items except preliminary organ- 
ization, legal, and miscellaneous ex- 
penses. We are of the opinion that 
the latter view is correct. Prelimi- 
Nary organization and legal expenses 
are related to the corporate structure 
and not to the physical property. All 
the other overheads are as much a 
part of the physical structure as the 
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labor and material overheads, and 
should be treated in the same manner 
in determining the accrued deprecia- 
tion. 

Cost of Financing 


[8] The company contends in this 
case, as has been contended in other 
cases that have come before this Com- 
mission in which Cities Service Com- 
pany had an interest, for an allowance 
to cover the cost of financing, i.e., to 
pay the cost of assembling the funds 
necessary for the construction of the 
property. The company engineers 
added 5 per cent for this item. 

This Commission and other Com- 
missions as well as the courts have 
disallowed this item in reproduction 
cost estimates. We can see no justi- 
fication for the inclusion of this item. 
Although the cost of money should be 
given some consideration in arriving 
at the rate of return, it should not be 
included as part of the present value 
of the property. This view has been 
upheld by the Supreme Court of the 
United States. Galveston Electric Co. 
v. Galveston, 258 U. S. 388, 397, 66 
L. ed. 678, P.U.R.1922D, 159, 42 S. 
Ct. 351; Denver Union Stock Yard 
Co. v. United States, 57 F. (2d) 735, 
748, P.U.R.1932C, 225 ; Wabash Val- 
ley Electric Co. v. Young, 287 U. S. 
488, 500, 77 L. ed. 447, P.U.R. 
1933A, 433, 53 S. Ct. 234; Los An- 
geles Gas & E. Corp. v. California R. 
Commission, 289 U. S. 287, 77 L. ed. 
1180, P.U.R.1933C, 229, 244, 53 S. 
Ct. 637. 


Cash Working Capital 


[9-11] The Commission engineers 
included $11,300 for cash working 
capital for the electrical property. 
This was determined by the account- 
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ants by taking the operating expenses 
exclusive of power purchased, insur- 
ance, and taxes, and determining 
what proportion of it is necessary for 
one operating cycle. The accountants 
determined that it takes approximate- 
ly 37.7 days to collect for power sold. 
Applying the ratio of 37.7 days to 365 
days to the operating expenses gave a 
sum of $7,190.97. To this was add- 
ed prepaid insurance, stationery, and 
corporation franchise taxes amount- 
ing to $4,084.06, giving a total of 
$11,275.03, which the accountants 
rounded out to $11,300. 

The company included $20,460 for 
cash working capital and arrived at 
this total by the following calcula- 
tions: Deducting from the operating 
expenses the power purchased and 
taxes paid, they obtained a total of 
$83,460, of which they took 30/365, 
amounting to $6,859.75. They also 
determined that the money in arrears 
from delinquent customers amounted 
to $7,040.75. Applying 60.2 per cent 
to this, which is the ratio of operat- 
ing expenses to revenues, they obtained 
the sum of $4,238.53. To the above 
two items were added prepaid insur- 
ance amounting to $2,909.33, prepaid 
taxes amounting to $107.85, automo- 
bile taxes amounting to $28.51, and 
the average monthly cash balances 
amounting to $6,315.95, obtaining a 
total of $20,459.92. As criticism of 
the above calculation, it may be noted 
that the inclusion of the average cash 
balances is, in effect, a duplication. 
Since the money collected is placed in 
the bank and tends to bolster up the 
cash balance in the bank, to include 
that item as well as the operating ex- 
penses is erroneous. We also note 
that the inclusion of arrears on the 
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basis of operating expenses is an er- 
ror. The accurate and accepted way 
is the one used by the Commission ac- 
countants in determining the average 
collection cycle. We are of the opin- 
ion, however, that the Commission ac- 
countants should have included a rea- 
sonable amount as a cash buffer fund 
to permit the company to take advan- 
tage of favorable buying conditions, 
and also to maintain a reasonable bal- 
ance at the bank. We will, therefore, 
include the amount of $15,000 as cash 
working capital for this property. 


Materials and Supplies 


The Commission engineers includ- 
ed $9,573 for materials and supplies 
necessary for the operation of the 
company. The company included 
$15,577, but admitted on cross-exam- 
ination that this total included mer- 
chandise stock to the extent of $5,- 
918. This, in effect, leaves a balance 
of $9,659 for materials and supplies 
necessary for the operation of the 
utility business. This amount is prac- 
tically in agreement with the amount 
included by the Commission engi- 
neers, and we will, therefore, include 
the sum of $9,573 for materials and 
supplies. 


Going Concern Value 


[12] The Commission engineers 
did not present any evidence of the 
going concern value of the company 
other than the statement of witness 
Roberts that the company is now be- 
ing operated efficiently, but under di- 
rect supervision of officials of The 
Empire District Electric Company. 
Mr. F. C. Hamilton, of Henry L. 
Doherty & Company, estimated that 
the going concern value of this com- 
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pany should be not less than $200,000. 
Testimony given by Mr. Hamilton in 
Case No. 5550 (10 P.U.R.(N.S.) 
302) was, with minor changes, intro- 
duced in evidence in this case. 

Mr. Hamilton also made a compu- 
tation of his method of determining 
the going concern value. It is as fol- 
lows: Assuming that the property 
has a fair value of $1,500,000, and 
that 8 per cent is a fair rate of return, 
the annual return would be $120,000. 
The annual depreciation requirement 
of this property was estimated by Mr. 
Eastman to be $65,000. Mr. Hamil- 
ton then assumed that the develop- 
ment period of a property of this type 
is approximately four years, and that 
during the first year 54 per cent of 
the system property would be idle, 
during the second year 26 per cent 
would be idle, and during the third 
year 8 per cent would be idle, taking 
the fourth year as a reasonable sat- 
uration point. Based on these esti- 
mates the company would fail to earn 
a return and depreciation on a fair 
value by approximately $163,000 dur- 
ing the development period. He then 
estimated the cost of assembling and 
training personnel and assembling 
permanent records to be $25,000 and 
the cost of attaching business to be 
$15,000. This results in a total of 
$203,000. 


We have discussed the matter of 
making a separate allowance for go- 
ing value in a number of cases that 
have come before this Commission, 
and we see no reason for deviating 
from our policy by making a separate 
allowance in this case. The Supreme 
Court of the United States has stated 
a number of times that, although go- 
ing concern value is an element to be 
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considered in arriving at the fair val- 
ue of a property, it is not necessary 
to make a separate allowance or state 
the amount that is being included for 
this intangible element of value. Los 
Angeles Gas & E. Corp. v. California 
R. Commission, supra; Dayton Pow- 
er & Light Co. v. Ohio Pub. Utilities 
Commission (1934) 292 U. S. 290, 78 
L. ed. 1267, 3 P.U.R.(N.S.) 279, 54 
S. Ct. 647; Columbus Gas & Fuel Co. 
v. Ohio Pub. Utilities Commission 
(1934) 292 U. S. 398, 78 L. ed. 
1327, 4 P.U.R.(N.S.) 152, 54 S. 
Ct. 763, 91 A.L.R. 1403. In our de- 
termination of the fair value of the 
property we will consider it as a go- 
ing concern and will make the proper 
allowance for this element of value. 


Fair Value 


After giving careful consideration 
to the fair market value of the land, 
the estimated original cost of the 
property, the estimated cost of repro- 
duction, and the cost of reproduction 
less depreciation of the facilities used 
and useful in rendering utility serv- 
ice, the proper allowances for general 
overheads, cash working capital, ma- 
terials and supplies, and all intangi- 
ble elements of value inherent in this 
property, treated as a going concern 
with its business attached, necessary 
records and trained personnel, we are 
of the opinion that the fair value of 
the property is $1,275,000. 


Annual Depreciation Requirement 


[13,14] The Commission engi- 
neers introduced Exhibit 5 showing 
the calculation for the determination 
of the annual depreciation require- 
ment of this property, and recom- 
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mended that the company be allowed 
to charge as operating expenses the 
sum of $43,300 plus 3.5 per cent of 
the net depreciable additions and bet- 
terments since the date of inventory. 
The company engineers introduced 
Exhibit 8, showing their calculation 
of annual depreciation requirement, 
and contended that the company 
should be allowed the sum of $65,750 
for annual replacements and reserve 
requirement for the electrical proper- 
ty. This included both property used 
and nonused in public service. The 
difference in the two estimates is due 
almost entirely to the differences in 
the estimated lives placed on the vari- 
ous items of property. The company 
engineers included easements on a 50- 
year life basis in making this calcu- 
lation, although no deduction for ac- 
crued depreciation on easements was 
made. This is inconsistent. The 


Commission engineers’ calculation re- 
sults in an allowance of approximate- 
ly 3.5 per cent. The company’s allow- 
ance would be considerably more. In 
our experience we have found that 3 
per cent to 3.5 per cent is an ample 
allowance for annual depreciation re- 


quirement. Based on our finding of 
reproduction cost and a 3.5 per cent 
allowance on depreciable items, the 
company will be permitted to charge 
as operating expenses the sum of 
$43,800 plus 3.5 per cent of net de- 


preciable additions and betterments. 


Operating Revenues and Expenses 


Commission accountants made an 
audit of the operating revenues and 
expenses of the company for the year 
ended July 31, 1934, making certain 
adjustments which, in their opinion, 
were deemed proper. A condensed 
18 P:U.R.(N.S.) 


statement of the income accounts as 
adjusted follows :— 


+» $209,309.07 
136,182.41 


Operating Revenues—Electric 
Operating Expenses—Electric 
(Exclusive of Depreciation) .. 


Net Operating Revenue available 


for Depreciation and Return .. $73,126.64 


The adjustments in the operating 
revenues and expenses are detailed in 
Commission accountants’ audit, Ex- 
hibit 4, pages 24 to 29, inclusive. 

Our accountants noted in their re- 
port that the 0.5 per cent sales tax, 
which became effective during the 
twelve months’ period under consid- 
eration, would have increased operat- 
ing expenses in the sum of $500 if 
the tax had been effective during the 
entire twelve months’ period. How- 
ever, since this tax is not in effect any 
more and the 1 per cent sales tax 
now effective is passed on to the con- 
sumers, we need give no further con- 
sideration to this increase in the op- 
erating expenses. 

[15] Our accountants also called 
attention to the fact that they elimi- 
nated the 1.75 per cent management 
fee paid to Henry L. Doherty & Com- 
pany, amounting to $3,431.13, because 
they were unable to determine from 
the records of the company the cost 
of the service rendered and whether 
the Doherty Company was including 
a profit in this fee. The Commission 
has expressed itself previously in ref- 
erence to fees paid to management 
companies where there is not sufficient 
evidence to verify the cost of the serv- 
ice rendered. Because such proof and 
verification were not made in this 
case, we deem it proper to exclude the 
management fee, and will, therefore, 
accept our accountants’ recommenda- 
tion. 
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Return 


The evidence before us shows that 
the revenues available for depreciation 
and return during the twelve months 
ended July 31, 1934, amounted to 
$73,126.66. We have found that the 
company is entitled to $43,800 for an- 
nual depreciation allowance. This 
results in a net of approximately 
$30,000 for return. 

Information submitted by our rate 
department shows that since August 
1, 1934, the company has filed rate 
schedules reducing the rates in the 
sum of approximately $18,530. The 
reductions apply to residential and 
commercial service in the majority of 
the towns and to street lighting in 
three towns. A comparison of the 
net revenue with the fair value of the 
property indicates conclusively that 
this company is not earning an exces- 
sive return, and, therefore, there is no 
occasion at this time for any down- 
ward adjustment in the company’s 
rates. 


Allocation of Property 


We have before us two specific 
complaints, one by the city of Miller 
and one by the city of. Greenfield, rel- 
ative to the reasonableness of the 
rates charged in the respective towns. 

From Exhibit 3 we find that the 
portion of common property assign- 
able to Greenfield is 8.19 per cent. 
Applying this to the Commission en- 
gineers’ estimate of the cost of repro- 
duction less depreciation of the com- 
mon property, amounting to $715,- 
579, we obtain $58,606. From Ex- 
hibit 1 we find the Commission en- 
gineers’ estimate of the cost of repro- 
duction less depreciation of the dis- 
tribution property, exclusive of over- 


heads, to be $18,791. Adding these 
two sums we obtain $77,397. If we 
relate this amount to the Commission 
engineers’ estimate of the reproduc- 
tion cost less depreciation of the prop- 
erty devoted to electrical use, exclusive 
of overheads, amounting to $995,138, 
we find the ratio of the property serv- 
ing Greenfield to the total property to 
be 7.7775 per cent. If we apply this 
percentage to the fair value found 
hereinbefore, amounting to $1,275,- 
000, we find the fair value of the prop- 
erty serving Greenfield to be approx- 
imately $99,163. If we also apply the 
same percentage to the estimate of the 
annual depreciation requirement we 
find the amount chargeable to Green- 
field to be $3,406.55. 

The total operating revenue de- 
rived from consumers in Greenfield 
is $16,498.72. Total production and 
transmission expenses for the entire 
system amount to $61,587.81. The 
accountants’ audit shows that there 
was a total of 6,453,776 kilowatt 
hours sold, which is equivalent to 
a cost of 0.9543 cents per kilowatt 
hour for production and transmission. 
Applying this to the total of 275,179 
kilowatt hours distributed in Green- 
field, we find the cost of the produc- 
tion and transmission of these kilo- 
watt hours to be $2,626.03. The oth- 
er expenses for distribution and gen- 
eral supervision can be allocated on 
the basis of the number of customers 
in Greenfield as related to the total 
number of customers in the system. 
We find that there are 442 customers 
in Greenfield and 5,257 in the entire 
system, or 8.41 per cent. Applying 
this to the balance of the expendi- 
tures, which amount to $74,594.60, 
we have the amount of $6,273.41 as- 
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signable to Greenfield. Adding the 
above estimated operating expenses 
we have a total of $12,305.99, which, 
when subtracted from the operating 
revenues, gives a net revenue avail- 
able for return of $4,192.73. A com- 
parison of this amount with the fair 
value of the property assignable to 
and located in Greenfield indicates, 
conclusively, that the consumers in 
Greenfield are not paying an exces- 
sive rate and that the company is not 
earning more than a fair return on 
the fair value of the property used in 
serving the consumers in Greenfield. 

Similar calculations applying to the 
city of Miller indicate the following: 
From Exhibit No. 3 we find that Mil- 
ler should be assigned 2.3 per cent of 
the common property, or $16,458. 
The estimated cost of reproduction 
less depreciation, exclusive of over- 
heads, of the distribution property in 
Miller is $7,362. (See Exhibit 1.) 
The total of the above two items is 
$23,820, which is 2.394 per cent of 
the total cost of reproduction less de- 
preciation, exclusive of overheads, of 
the entire used and useful electrical 
property. Applying this percentage 
to the fair value found hereinbefore, 
we find the fair value of the property 
located in and assigned to Miller to 
be $30,523. Similarly, the annual 
depreciation requirement assignable 
to Miller is $1,048.57. The operating 
revenue derived at Miller is $5,066.63. 
On the theory of the calculations 
made for Greenfield, the production 
and transmission cost of the 73,812 
kilowatt hours sold in Miller would 
be $704.38, and the portion of distri- 
bution and general expenses assign- 
able to Miller would be $2,454.16. 
Adding these two sums to the esti- 
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mate of annual depreciation allow- 
ance gives a total of $4,207.11, which, 
when subtracted from the operating 
revenues, results in a net of $859.52 
available for return on a fair value of 
approximately $30,000. This also 
shows conclusively that the consum- 
ers in Miller are not paying an exces- 
sive return on the fair value of prop- 
erty used and useful in serving the 
city of Miller. 

The formal petition of the citizens 
of the city of Greenfield, filed as Case 
No. 8364, should, therefore, be dis- 
missed. The request of the city of 
Miller has been met in this investiga- 
tion. The Commission will direct 
that the fair value found hereinbefore 
should be considered as part of the 
records of the Commission. No or- 
der relative to rates will be made at 
this time. 

An appropriate order in accord- 
ance with the above findings will be 
made. 


Hargus, Chairman, and Boyer and 
Nortoni, Commissioners, concur. 


Anderson and Ferguson, Commis- 
sioners, dissent in separate opinion. 


ANDERSON, Commissioner, dissent- 
ing: I dissent from the views ex- 
pressed in the finding and order in 
this case and concurred in by the ma- 
jority of the Commission. In the ma- 
jority opinion there is a finding of 
fair value, but no finding of a legal 
rate of return, and it is also deter- 
mined in said opinion that the com- 
pany is not earning a legal rate of re- 
turn and, therefore, there cannot be 
any rate reduction. I think that the 
finding in the majority opinion and 
the results derived therein do not fol- 
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low the letter or spirit of the General 
Regulatory Act. In order that my 


position may be entirely clear I wish 
to review somewhat in detail the facts 
and law applicable to this cause of ac- 
tion, and I express my views in the 
following dissenting opinion: 


This matter is before us on the 
Commission’s own motion instituting 
proceedings to determine whether or 
not the defendant company is earn- 
ing an excessive rate of return. The 
date the Commission issued the order 
initiating the proceedings was Janu- 
ary 28, 1930, in which order it di- 
rected its engineering department to 
make an inventory and appraisal of 
the defendant company, and the ac- 
counting department was directed to 
make an audit of the books and rec- 
ords of the company for the purpose 
of furnishing all the information 
deemed necessary to the Commission 
for its determination as to whether or 
not the defendant company was earn- 
ing an excessive rate of return. 


On November 30, 1931, the city of 
Miller filed a copy of resolutions 
passed by the board of aldermen re- 
questing an investigation of the de- 
fendant company’s properties. On 
March 27, 1933, a petition was filed 
on behalf of the city of Greenfield 
which was signed by 150 citizens 
which requested a reduction of rates 
in the amount of 33-1/3 per cent. 
This petition was recorded as Case 
No. 8364. 

The present proceeding disposes of 
the cause of action instituted on the 
Commission’s own motion and the 
complaint filed on behalf of the citi- 
zens of Greenfield. The defendant 
company serves the incorporated vil- 
lages located in nine counties, the 


counties being Barton, Cedar, Dade, 
Dallas, Hickory, Jasper, Lawrence, 
Polk, and St. Clair. Some of these 
villages are served by current gene- 
rated by the company’s hydroelectric 
generating station while some of the 
other villages are served by power pur- 
chased from other utility companies 
or in substance the defendant company 
purchases approximately 84 per cent 
of all current that is distributed by it 
to the various incorporated villages to 
which it renders utility service. 

In the majority opinion there was 
finding of the original cost, cost of re- 
production, and cost of reproduction 
depreciated, which are the three ma- 
jor factors that are to be used by 
regulatory bodies in determining 
what would be the fair value of the 
used and useful property of any util- 
ity that is devoted to public use. 
There was a finding in the majority 
opinion as to the net revenue avail- 
able for depreciation and return which 
amount did not afford the company a 
legal rate of return on the reproduc- 
tion cost depreciated value of the used 
and useful property, which amount 
did not include going concern value or 
other intangible assets, or in substance 
it was apparent that there could be no 
rate reduction as to any of the villages 
that are located in either of the nine 
counties served by the defendant com- 
pany. A finding of fair value is de- 
terminative of one major factor, that 
is that the company is not making a 
legal rate of return upon the used and 
useful property devoted to public 
service. All of the records which 
consist of the inventory and appraisal 
and the audit made by the engineer- 
ing and accounting departments have 
become part of the record proper and 


423 18 P.U.R.(N.S.) 





MISSOURI PUBLIC SERVICE COMMISSION 


are available if the occasion should 
arise that any citizen was complain- 
ing of the service rendered by the de- 
fendant company or as to the rates 
charged and if the Commission is con- 
fronted with a security issue those 
records would be available for the 
Commission to determine whether or 
not said security issues should be 
granted, giving due consideration to 
the security issues that the company 
has outstanding at the present time. 
In view of the fact that there cannot 
be any rate reduction in this matter it 
is evident that the Commission should 
have followed the precedent hereto- 
fore set by it in Case No. 6169. In 
the matter of the audit of the books 
and appraisal of the Missouri Power 
and Light Company, also in Case No. 
5550 (13 P.U.R.(N.S.) 478): Pub- 
lic Service Commission v. Empire 
District Electric Co., Electric Utili- 
ties Co., Ozark Power & Light Co., 


Lawrence County Water, Light, Heat 
& Cold Storage Company. 

The former case was disposed of 
by a ruling of the Commission Sep- 
tember 6, 1934. The ruling in the 


Empire District Case, supra, 
August 6, 1935. 

The finding in the case of Public 
Service Commission v. Empire Dis- 
trict Electric Company et al. rules the 
instant case because in that cause of 
action there was a hearing had and 
the records of the engineering and ac- 
counting departments were filed and 
made permanent records in the cause 
of action. There were rate reduc- 
tions voluntarily made by the com- 
pany in such amount that no rate re- 
duction could be ordered upon the 
date of the finding in that cause of 
action. The case at bar is a similar 
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was 


cause of action. There has been 4 
voluntary rate reduction made by the 
defendant company and as found in 
the majority opinion no rate reduc- 
tion can be made at the present time 
as the company is not earning a legal 
rate of return. The same was true 
in the cause of action decided by the 
Commission in the Missouri Power 
& Light Company Case, supra, where- 
in rate reductions had been made by 
the company. In that cause of ac- 
tion the matter was disposed of in an 
informal way and the valuation pro- 
ceeding was dismissed as the com- 
pany had made substantial rate re- 
ductions and no reduction in rates 
could be had. There is nothing in the 
records of the present case that war- 
rants the Commission from depart- 
ing from the cardinal principles of 
regulation that were established in ei- 
ther of those causes of action, as in 
each of those cases there were prin- 
ciples set up concerning regulation 
that should have been followed in the 
case at bar. The majority opinion 
does not in any way attempt to set 
aside or overrule the ruling of the 
Commission in either of those causes 
of action. Since there could be no 
rate reduction in this cause of action 
it is evident that the Commission 
should determine annual depreciation 
annuity but there should not have been 
any finding of a fair value of the used 
and useful property and any and all 
records offered in evidence and any 
and all records made by the engineer- 
ing department and accounting de- 
partment should have been made as 
permanent records in this cause of ac- 
tion and maintained by the Commis- 
sion as information for any use that 
it might desire to use the same for in 


424 





PUBLIC SERVICE COM. OF MISSOURI v. OZARK UTILITIES CO. 


the future whether as to statutory 
rate complaints or security issues, and 
it should accordingly have been so or- 
dered. 


Ferguson, C., concurs in this dis- 
sent. 
ORDER 


This case having been duly heard 
and submitted, and the Commission 
on the date hereof having made and 
filed its report containing its finding 
of facts and conclusions thereon, 
which report is made a part hereof; 
now after due consideration it is 

Ordered: 1. That the Commis- 
sion finds as a fact that the fair val- 
ue of the property of the Ozark Utili- 
ties Company as of August 1, 1934, 
used and useful in serving the con- 
sumers in its territory, considering 
the property as a going concern with 
all elements of value, tangible and in- 
tangible, is $1,275,000. 

Ordered: 2. That the company 


be and is hereby authorized to set 
aside each year from its operating 
revenues the sum of $43,800 plus 3.5 
per cent of the net additions and re- 
tirements since August 1, 1934, as a 
depreciation or retirement reserve 
fund. 

Ordered: 3. That the petition of 
the citizens of the city of Greenfield 
in Case No. 8364 be and is hereby 
dismissed without prejudice. 

Ordered: 4. That this report and 
order shall take effect thirty days aft- 
er this date, and that the secretary of 
the Commission forthwith serve cer- 
tified copy of same on all parties in- 
terested herein, and that each of said 
parties shall notify the Commission 
before the effective date of this or- 
der, in the manner prescribed by 
§ 5145 of the Public Service Commis- 
sion Law, whether the terms of said 
report and order are accepted and will 
be obeyed. 
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Guy A. Thompson, Trustee, Missour 
Pacific Railroad Company et al. 


Samuel S. Seither, Doing Business As 
Modern Motor Transportation Line 


[No. 2598, Order No. 1849.] 


Interstate commerce, § 39 — Jurisdiction of state Commission — Contract motor 


carriers. 


1. The Commission has no jurisdiction over the operation of a motor truck 
engaged in hauling under contract in interstate commerce, p. 427. 


Public utilities, § 26 — Contract operation — Indiscriminate contracts. 
2. A large number of contracts between various shippers and one who 
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furnishes motor carrier transportation are not such contracts as constitute 
him a private contract operator, within the meaning of a Commission resolu- 
tion providing that a person shall not be considered a bona fide private con- 
tract operator who has no reasonably large and regular or periodic move- 
ments for particular individuals under private contract and for periods of 
time exhibiting some permanence to such contracts—some of the contracts 
covering one specific movement and requiring the carrier to move the ship- 
ment within the space of two days, and the contracts differing in no essen- 
tial from a bill of lading, p. 429. 


Public utilities, § 25 — Contract carriers — Characteristics. 
3. The principal difference between a common carrier and a private con- 
tract carrier is that the contract carrier exercises a rigid exclusiveness as to 
his customers, whereas the common carrier serves all alike ; the mere form 
of the document which furnishes a written record of the transaction of car- 
riage is not governing, nor is it of any particular importance, p. 429. 


Public utilities, § 25 — Contract carriers — Characteristics of contract — Mutual- 
ly binding shipper and carrier. 

4. The exclusiveness of contract carriage, as distinguished from common 
carriage, should bind the shipper as well as the carrier, since a contract 
which binds the carrier to transport goods for the shipper but does not re- 
strain the shipper from patronizing any transportation agency he chooses 
must of necessity leave the carrier free to make other contracts, and thus 
the differentiating characteristic of exclusiveness is destroyed, p. 429. 


Public utilities, § 25 — Contract carriers — Number of contracts — Commission 
ruling. 
5. A motor carrier who admittedly has contracts with more than five ship- 
pers, and in fact has filed twenty-two in a Commission proceeding, is not a 
bona fide contract carrier within the contemplation of a Commission ruling 
limiting the contract carrier to five contracts, p. 429. 


Public utilities, § 52 — Status as broker — Motor transportation. 
6. One engaged in bona fide brokerage operations, as distinguished from 
motor carrier service, would bring the shipper and the carrier together and 
they would then make a bargain or contract for transportation instead of 
the so-called broker making contracts of carriage with the shipper and mak- 
ing contracts with motor carriers for furnishing the transportation, p. 429. 


Public utilities, § 52 — Status as broker — Motor carriage. 
7. One who contracts with shippers to furnish transportation service and 
engages motor carriers to transport the property, signing himself as a “brok- 
er” in his contracts with the truck operators and signing himself as a “con- 
tract carrier” in his contracts with the actual shippers, issuing bills of lad- 
ing or dray tickets bearing the printed heading “Modern Motor Transporta- 
tion Line,” is a common carrier rather than a broker, p. 429. 


Public utilities, § 43 — Tests of status — Advertising — Motor carrier. 
8. One who solicits the carriage of freight and advertises in the classified 
section of a telephone directory under the heading ‘“‘Local and Long Distance 
Hauling (Contract Carrier)” is not a broker or contract carrier but is in 
reality holding himself out to the public for the transportation of freight 
and is a common carrier, p. 431. 

Certificates of convenience and necessity, § 49 — Unauthorized operations — Mo- 

tor carrier service. 

9. One who operates as a common carrier under the guise of a brokerage 
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THOMPSON v. SEITHER 


or contract carrier service violates the statutes and the rules and regulations 
of the Commission when he engages in such operation without a certificate 
of public convenience and necessity from the Commission, p. 431. 
[April 15, 1937.] 

Pipeeeese against alleged common carrier operation without 

authorization in the transportation of property by motor 
vehicles; complaint sustained and defendant ordered to cease 

and desist. 


By the Commission: This pro- 
ceeding involves complaint filed with 
the Commission on September 21, 
1936, by Guy A. Thompson, trustee, 
Missouri Pacific Railroad Company, 
and by other railroads operating in 
Louisiana, alleging that the defendant 
herein was operating as a common 
carrier of freight by motor without 
a certificate of public convenience and 
necessity from this Commission, in 
violation of Act 292 of the Louisiana 
Legislature of 1926. The complaint, 
in Par. 4, makes special reference to 
this Commission’s Resolution of Feb- 
ruary 13, 1936, which resolution pro- 
vides, among other things, that a 
motor carrier having contracts with, 
or otherwise serving, more than five 
parties will not be considered a con- 
tract carrier but becomes ipso facto a 
common carrier ; and the complaint al- 
leges that the defendant herein is hold- 
ing himself out to the public generally 
for the transportation of freight and 
is not confining his activities to the 
service of five or fewer parties. 

To this complaint the defendant 
filed answer on October 15, 1936, in 
which, after answering the several al- 
legations of the complaint, he takes 
the position (in Par. 6) that he is not 
a common carrier “but has engaged 
in the transfer of property solely on 
the basis of a contract, or charter, 
carrier.” Later, upon the trial of the 


case the defendant did not maintain 
this position (except as to one truck 
in which he has a property interest) 
but claimed to be a “transportation 
broker ’’and not a carrier at all. This 
order and opinion will hereinafter 
deal with both defenses. 

This proceeding was heard by the 
Commission in session at Baton 
Rouge on January 14, 1937, and after 
the taking of testimony had been con- 
cluded the Commission took the case 
under advisement, meanwhile allow- 
ing parties concerned thirty days in 
which to file briefs. Such briefs hav- 
ing been filed, the Commission at a 
business session held in Baton Rouge 
on March 30, 1937, proceeded to its 
final consideration of the issues in- 
volved herein and to its conclusions 
hereinafter expressed. 

At the trial of the case the only 
witness introduced by the complain- 
ants was James P. Babington, one of 
the Commission’s inspectors, who tes- 
tified concerning certain inspections 
he had made of the defendant’s opera- 
tions, and in connection with his tes- 
timony there were introduced in evi- 
dence certain reports he had made to 
the Commission, which included a 
copy of the printed form of freight 
bill used by the defendant. 

[1] The defendant then took the 
stand in his own behalf, and the first 
portion of his testimony dealt with a 
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5-ton Ford truck which he owned 
jointly with one H. H. Hoppe, which 
truck he testified was then and had 
been for a year and a half engaged in 
hauling bananas from New Orleans to 
El Dorado, Arkansas, under contract 
with a banana importing company. 
However, since this truck is engaged 
in an apparently bona fide contract 
operation, and since moreover this op- 
eration is of an interstate nature, this 
Commission has no jurisdiction over 
this phase of the defendant Seither’s 
operation and this order is solely con- 
cerned with the remaining phases of 
his operations. 

The testimony developed that in 
addition to his interest in the truck 
just mentioned, with which we are not 
here concerned, the defendant had 
contracts with a number of uncertifi- 
cated motor carriers (signed by him 
as “Broker’’) and, in addition, a num- 


ber of contracts, greatly in excess of 
five, with certain shippers, copies of 
which contracts were introduced in 


evidence. It is to be noted that his 
contracts with the shippers are all 
signed by him as “Contract Carrier.” 

Generally speaking these contracts 
with the motor operators require such 
operators to transport goods during a 
specified period of time, and provide 
for the defendant to receive 10 per 
cent of the transportation charges as 
a “broker.” On the other hand the 
contracts with the shippers provide for 
the transportation of definite com- 
modities at definite rates, the life of 
such contracts being extremely limit- 
ed. For example, one contract with 
Mente and Company, Inc., provides 
for the transportation of burlap from 
New Orleans to Shreveport, Louisi- 
ana, for the period of January 6 
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through January 7, 1936. Such con- 
tracts with shippers are signed “‘Mod- 
ern Motor Transportation Line, Sam- 
uel S. Seither, Contract Carrier” and 
read in part as follows: 

“Modern Motor Transportation 
Line, contract carrier, agrees to trans- 
port (name of commodity) from 
(origin) to (destination) at a price 
of (rate) per hundred pounds. 

“The said contract carrier agrees 
that all shipments shall be covered 
by cargo insurance, and said carrier 
agrees to make an adjustment for any 
damage in transit.” 

It may be noted here that none of 
the contracts filed were in force as of 
the date of the hearing, although the 
defendant claims, as to his contracts 
with the motor carriers, that they have 
been since renewed. 

The testimony further developed 
that the defendant enters into such 
contracts with shippers, apparently 
when, as, and if they have shipments 
to move, accepts such freight and is- 
sues the shippers’ bills of lading on 
forms bearing his trade name, ‘‘Mod- 
ern Motor Transportation Line” and 
then turns the business over to one of 
the motor carriers with whom he has 
also contracted. The carrier then 
either picks up the shipment directly 
at the shipper’s place of business, or, 
in some cases, the freight is delivered 
to the place of business of the defend- 
ant and is there delivered to the car- 
rier. The defendant then collects 
from the motor carrier 10 per cent of 
the charges. 

The issues before the Commission, 
therefore, are as follows: (a) 
Whether the defendant is a contract 
carrier, as he alleges in his answer ; or 
(b) whether he is a bona fide broker, 
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as he alleged at the hearing, or (c) 
whether he is in truth and in fact a 
common carrier and the above-de- 
scribed devices merely constitute a 
camouflage or subterfuge to disguise 
his real operation as a common car- 
rier in violation of the law and the 
rules and regulations of the Commis- 
sion. 

[2-5] We shall take up, first, the 
question of whether he is a contract 
carrier and so exempt from the juris- 
diction of this Commission. 

The Commission’s Resolution of 
February 13, 1936, sets forth in plain 
language the Commission’s conception 
of what constitutes a private contract 
operator. It says, in part, “A person 
shall not be considered a bona fide 
private contract operator, and out of 
the jurisdiction of the Commission, 
who has no reasonably large and regu- 
lar or periodic movements for particu- 
lar individuals under private contract 
and for periods of time exhibiting 
some permanence to such contracts. 


” 


The contracts submitted by the de- 
fendant herein fall far short of this 


qualification. In fact, some of the 
contracts filed by the defendant cover 
one specific movement and require 
the defendant to move this shipment 
within the space of two days. A bill 
of lading issued by any common car- 
rier does as much. Any bill of lading 
is itself a contract of carriage, and 
differs in no essential from the pur- 
ported contracts filed by this defend- 
ant. 

Courts and Commissions through- 
out the country have from time to 
time defined a common carrier and a 
private contract carrier. These defini- 
tions have differed in some particulars, 
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usually merely in the verbiage, but 
one common idea emerges from them 
all, which is that the principal differ- 
ence between the two is that the 
private contract carrier exercises a 
rigid exclusiveness as to his custom- 
ers, whereas the common carrier 
serves all alike. The mere form of 
the document which furnishes a writ- 
ten record of the transaction of 
carriage is not governing, nor is it of 
any particular importance. 

And this exclusiveness should bind 
the shipper as well as the carrier. A 
contract which binds the carrier to 
transport goods for the shipper, but 
does not restrain the shipper from 
patronizing any transportation agency 
he chooses, must of necessity leave the 
carrier free to make other contracts; 
and thus the differentiating character- 
istic of exclusiveness is destroyed. 

It was with these authorities and 
general principles in view that the 
Commission established its ruling lim- 
iting the contract carrier to five con- 
tracts ; and since the defendant herein 
admittedly has contracts with more 
than five shippers, and in fact filed 
twenty-two in this record, the Com- 
mission cannot and does not hold that 
he is a bona fide contract carrier with- 
in the contemplation of its rules. 

[6, 7] Now as to issue (b), namely, 
whether or not the defendant is a bona 
fide broker, as alleged by him upon 
the trial of this cause. 

The Civil Code of Louisiana (Art. 
3016) informs us that 

“The broker or intermediary is he 
who is employed to negotiate a matter 
between two parties, and who, for that 
reason, is considered as the mandatory 
of both,” 
and in Case No. 8348, court of appeal 
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(Orleans Parish) the foregoing def- 
inition is restated in the following 
language: 

“The true definition of a broker 
seems to be, that he is an agent em- 
ployed to make bargains and contracts 
between other persons in matters of 
trade, commerce, or navigation for a 
compensation, commonly called a 
brokerage.” 

In the instant case, the two parties 
between whom the negotiations would 
be conducted are, obviously, the ship- 
per and the carrier, and, if the so- 
called brokerage operations of the de- 
fendant Seither were bona fide, he 
would bring the shipper and the car- 
rier together and they would then 
make a bargain or contract for trans- 
portation; but here we have no such 
situation. The carrier makes no con- 
tract with the shipper—he contracts 
with Seither; and the shipper on the 
other hand makes no contract with the 


truck operator—he likewise contracts 
with Seither, and for all practical pur- 
poses knows no one in the transaction 


other than Seither. For example, in 
the event of damage to the shipment, 
the shipper’s recourse is against 
Seither, as witness the provision quot- 
ed, supra, from the contract signed by 
Seither and the shipper. 

The Commission is moved to won- 
der why, in the defendant’s contracts 
with the truck operators, he signs him- 
self as a “broker,” and in his con- 
tracts with the actual shippers he signs 
himself as a “contract carrier.” The 
obvious solution to this riddle is that 
he wished the shipper to regard him 
as the carrier; and that the shippers 
did actually so regard him is clearly 
established upon this record. It is 
true that the defendant denies this, 


but on cross-examination when asked 
the question : 


Q. Whenever one of these shipments 
is made up by you, you issue a bill of 
lading to the shipper, do you not? 

A. Yes, that’s right. 

Q. The shipper, then, only knows 
you in the transaction? 

A. No, the shipper knows who is 
going to take it out, because I inform 
him. 

It is difficult for this Commission to 
see how the mere information given 
by the signer of the bill of lading that 
someone else was actually going to 
transport the goods could relieve the 
signer of the bill of lading from his 
responsibilities as a carrier, or how 
such a statement could change the 
character of the signer of the bill of 
lading into something differing from 
the capacity in which he had signed it. 
To quote further from the testimony: 

Q. Isn’t the contract between you 
and the shipper on your bill of lading? 

A. Yes. 

Q. And if the shipper looks to any- 
body for anything he looks to the man 
he dealt with originally, does he not? 

A. Well, he knows who carries the 
freight, because I— 

Q. But he is dealing with you, and 
he has a written contract with you 
through that bill of lading, hasn’t he? 

A. Yes. 

Moreover, all of such bills of lading 
or dray tickets or whatever they are 
called by the defendant bear the print- 
ed heading “Modern Motor Transpor- 
tation Line.” The words “Motor 
Transportation Line” have a clear and 
accepted meaning in the minds of the 
public, and the theory that an ordinary 
shipper could deduce from this appel- 
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lation that the defendant was not in 
fact a transportation line, but a brok- 
er, is untenable. Nor can the Com- 
mission believe that there was ever 
any intention that the shipper should 
make any such deduction. 

It is clear, then, that this defendant 
held himself out to the public for the 
transportation of freight, and regard- 
Jess of the manner in which the actual 
transportation was accomplished, he 
has been and is functioning as a com- 
mon carrier and has been and is so ac- 
cepted by the public. The Supreme 
Court of the United States tells us, in 
Niagara v. Cordes (1859) 21 How. 
7,22, 16 L. ed. 41, that a common car- 
rier is “one who undertakes for hire 
to transport the goods of those who 
may choose to employ him from place 
to place”; and that this defendant 
“undertakes for hire to transport the 
goods of those who may choose to 
employ him” is scarcely debatable up- 
on this record. 

The Commission, therefore, cannot 
hold that the defendant herein is a 
bona fide transportation broker, either 
within the commonly accepted mean- 
ing of the term or within the contem- 
plation of its own motor carrier regu- 
lations. 

[8, 9] As to issue (c), namely, 
whether the defendant is in fact a 
common carrier and merely uses the 
above-described devices to conceal his 
operation as such, this question has 
been discussed to some extent hereto- 
fore ; but it may be added that the tes- 
timony touched upon the fact that the 
defendant Seither runs an advertise- 
ment in the classified section of the 
New Orleans telephone directory, 
soliciting the carriage of freight. The 
Commission’s subsequent investiga- 
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tion determines this to be true, the ad- 
vertisement appearing on page 60 of 
the classified section of the directory 
and being headed “Local and Long- 
distance Hauling -(Contract Car- 
rier).”” Here again is evidenced the 
curious anomaly which has been com- 
mented upon hereinbefore. If he is a 
broker, why does he advertise as a 
contract carrier? And if a contract 
carrier, why advertise at all, since he 
can in any event only handle the busi- 
ness of those with whom he has con- 
tracts “exhibiting some permanence” ? 

In the light of this record the Com- 
mission cannot but hold, therefore, 
that the defendant Seither is in reality 
holding himself out to the public for 
the transportation of freight and is a 
common carrier; and, since he holds 
no certificate of public convenience 
and necessity from this Commission, 
his operations are in violation of Act 
No. 292 of the Louisiana Legislature 
of 1926 and the rules and regulations 
of the Commission established pursu- 
ant thereto. 

It is a well-known and well-recog- 
nized principle of law that one may 
not do indirectly what one is forbid- 
den to do directly, and after consider- 
ing this record the Commission 
entertains no doubt that the operation 
of the defendant herein constitutes a 
violation of that principle. Nor can 
it doubt that his operation as shown 
upon this record is anything but a 
subterfuge to evade the provisions of 
Act 292 of the Louisiana Legislature 
of 1926 and the rules of this Commis- 
sion promulgated pursuant to that act. 

The law does not specifically give to 
this Commission jurisdiction over 
bona fide transportation brokers, but 
it is not the opinion of the Commis- 
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sion that the defendant Seither should 
be included in that category. How- 
ever, the Commission is convinced of 
its authority to say that no one, 
whether masquerading as a broker or 
in any other guise, may cloak with a 
pseudo legality the operation of motor 
truck operators whose operations 
would otherwise be admittedly illegal. 

If this Commission could not so 
hold, the clear legislative intent of Act 
292 of 1926 would be defeated, since 
any illegal carrier could, by merely 
assuming the guise of a broker and 
taking under his wing any number of 
so-called ‘‘contract carriers,” function 
as a common carrier in defiance of all 
legal regulation. Such a_pseudo- 


broker could usurp the statutory duty 
and authority of this Commission, in 
that he could, by the mere granting 
of his so-called “contracts,” place in 
operation upon the highways of Lou- 


isiana any number of truck operators; 
‘or, by denying such “contracts,” bar 
them from operation. 

Had the defendant herein, in his so- 
called brokerage operations, dealt ex- 
clusively with carriers who were legal- 
ly authorized to operate, his case 
might have presented a very different 
aspect; but it is significant to note 
that not one of his so-called contracts 
for carriage submitted for this record 
is with a common carrier by motor 
holding a certificate from this Com- 
mission, nor with a motor carrier who 
has proven himself to be a bona fide 
contract carrier within the contempla- 
tion of the Commission’s Resolution 
of February 13, 1936. 

This situation has been recognized 
and guarded against, as to interstate 
commerce, by the Congress of the 
United States. In § 211 (a) of the 
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Motor Carrier Act of 1935, the Con- 
gress specifically provides that “. 

it shall be unlawful for such person” 
(i. e., a broker) “to employ any car- 
rier by motor vehicle who or which 
is not the lawful holder of an effective 
certificate or permit issued as provided 
in this part.” 

It may also be added that this case 
deals with the second complaint filed 
against the defendant Seither, the first 
having resulted in the issuance by this 
Commission of a “cease and desist” 
order (No. 1547) on March 19, 1935. 
However, since the defendant upon 
the issuance of that order changed in 
some respects his method of doing 
business, the Commission will give 
him the benefit of the doubt and will 
not at this time assess a penalty upon 
him for contempt of its previous 
order ; but the Commission holds that 
his present methods of operation con- 
stitute the operation of a common car- 
rier in violation of the law, and the 
following order will be entered. It is, 
accordingly, 

Ordered, that the defendant herein 
cease and desist from the operation 
of a common carrier motor freight 
service over and along the highways 
of the state of Louisiana, unless and 
until he shall have complied with the 
law and the rules and regulations of 
this Commission by applying to and 
receiving from the Commission prop- 
er certificate of public convenience and 
necessity authorizing; it being under- 
stood that this order does not impair 
the right of the defendant to operate 
as a contract carrier serving not more 
than five parties, under contracts ex- 
hibiting some permanence, within the 
contemplation of this Commission’s 
Resolution of February 13, 1936. 
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Sales of Air Conditioning 
Equipment Increase 


NSTALLED cost of equipment sold by mem- 

bers of the Air Conditioning Manufac- 
turers’ Association during the first four 
months of 1937 aggregated forty-one million 
dollars, an increase of 180 per cent over total 
sales of fourteen million in 1936. 

Recognition of the fact that it is as natura] 
to cool and dehumidify buildings in summer 
as it is to heat and humidify them in winter 
is one factor back of the boom. Not to be lost 
sight of also are the great strides which have 
been taken to prov ide greater engineering effi- 
ciency in the equipment offered and to achieve 
lower initial and operating costs. Only a few 
years ago the air conditioned building was a 
rarity. This season offers evidence that in 
some of our largest cities a relatively large 
number of workers will spend most all of their 
working hours in this relatively perfect at- 
mospheric environment. 

The Palmer House in Chicago is now in- 
stalling its first quota of air conditioning 
equipment as part of a total program which, 
it is stated, will reach a cost of one million 
dollars. The space to be air conditioned is 
21,500,000 cubic feet. This year’s portion of 
the program will see air conditioning in the 
grand ballroom, dining room, exhibition hall, 
twenty private dining rooms, a number of 
guest rooms, and the street level stores and 
shops. When the program is complete, 2248 
guest rooms will be air conditioned. 


New Service Station Luminaire 


A enclosed gas-pump island lumi- 
naire which delivers for a given size 
lamp a maximum amount of light on the area 
surrounding the pumps, while eliminating 
spotty lighting, has been announced by the 
General Electric Company. The new luminaire 
has an attractive daytime and nighttime ap- 
pearance. 

The unit is equipped with a rippled-glass 
globe which diffuses the light, giving an even 
illumination. A detachable dome-shaped re- 
flector an the light source, thereby elimi- 
nating objectionable glare, while drawing light 
down through the rippled glass globe. Alzak 
aluminum, which will not chip or rust, is used 
in the reflector. It has the highest efficiency 
and the best durability of any practical re- 
flecting surface. 

The luminaire uses a 300- or 200-watt Mazda 
lamp, the former being recommended. It is 
equipped with a casting which fits a two-inch 
pipe; set screws are used to clamp the unit 
firmly into place. The totally enclosed design 
prevents dirt from reducing the efficiency of 


the reflecting surface and reduces the amount 
of cleaning necessary. To relamp the unit, 
thumb screws on the reflector may be loosened 
and the reflector removed. 


New Bartlett Tools 


JEw tools recently announced by the Bart- 
N lett Manufacturing Co., Detroit, include 
the drop forged pike with hardened point 
(illustrated herewith), which has been de- 





Above—Pike Pole 
Attachment 


Left—Lamp Changer 





signed for use with Bartlett Tree Trimmers. 
The pike is interchangeable with the tree 
trimmer head on sectional poles. 

The sectional lamp changer also illustrated 
herewith, is for use with Bartlett Tree Trim- 
mer handle sections. This tool is operated by 
pushing the rubber covered fingers over the 
sone and turning the pole in the hands. The 
cord provides a means for operating the lamp 
changer at an angle when required. 


Gas Water-Heating Units 
Approved by ASA 


HE first edition of listing standards for 
"T attachable gas water-heating units without 
water-carrying parts, sponsored by the Ameri- 
can Gas Association, has been accepted as 
American Standard by the American Stand- 
ards Association. 
The adoption of standards covering these 
new types of gas-using units is another mile- 
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stone in the rapid progress of standardization 
within the gas appliance industry. 

Attachable gas water-heating units covered 
by these standards consist primarily of the 
necessary materials, such as insulation, jacket, 
small gas burner and suitable controls, for 
conversion of an ordinary range boiler into a 
complete automatic storage gas water heater. 
The rated input to these units is relatively 
small, making their application equivalent to 
slow recovery types of automatic storage 
heaters. The thermostats used are either of 
the conventional type extending through the 
tank wall into the stored water, or of a type 
where the thermal element is placed in close 
contact with the outside of the tank shell. 


Wagner Electric Announces 
New Sealed Motor 


HE Wagner Electric Company announces 
a type CP motor which meets the long 
standing demand for a totally-enclosed sealed 
unit for driving equipment which must be 
operated in atmospheres heavily laden with 


Totally-Enclosed Fan-Cooled Motor 


abrasive dusts, deteriorating metals and salts, 
explosive dusts, corrosive gases and extreme 
dampness on out-of-door applications. The 
company states that thousands of these motors 
are now operating successfully in chemical 
plants, foundries, automobile factories and oil 
fields. 

Further data about the applications of this 
motor and its construction may be obtained 
without obligation from the Wagner Electric 
Company, Plymouth Avenue, St. Louis, Mis- 
souri, 


New Bulletin Describes MSA 
All-Service Gas Mask 


HE Mine Safety Appliances Company, 
Braddock, Thomas and Meade Streets, 
Pittsburgh, Pa., announce the publication of a 
well illustrated new bulletin describing their 
MSA All-Service Gas Mask (Burrell Type). 
The mask is designed to provide protection 
against asphyxiation from combinations of 
carbon monoxide and all other poisonous 
industrial gases, fumes and smoke. It is the 
only canister mask approved by the United 
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States Bureau of Mines for this protectic 
and is widely used aboard ships, in mines, st 
and chemical plants, gas and power companie 
as well as a majority of the fire depa 
throughout the United States. 

Copies of this bulletin may be secured f 
the manufacturer. 


Frigidaire to Manufacture 
Ranges and Washers 


RIGIDAIRE Division, General Motors Cor 
poration, will broaden its manufacturing 
and marketing activity in the near future with 
entrance into the general appliance field, E, ¢ 
Biechler, general manager recently announced 
First appliances to augment the division's 
domestic and commercial refrigeration equip. 


ment will be electric ranges and electric 


ers, Mr. Biechler said. Complete lines of be 
products are in the process of developme 
and will soon go into production at the Mo 
raine City plant. 

Addition of ranges and washers will be the 
first major change in Frigidaire’s line of prod 
ucts since it pioneered in the development an 
manufacture of unit-type air conditioning 
equipment for domestic and commercial uses 
and for railway cars and streamlined trains, 
in all of which fields it has become an impor. 
tant factor. 


Wisconsin Utility Plans 
Reconstruction of Dam 


HE Wisconsin Public Service Corporation, 

of Milwaukee, plans to reconstruct the 
existing timber and rock-filled crib dam across 
the Wisconsin River at Tomahawk, Lincoln 
County, Wisconsin, and to construct a power 
plant and substation, according to a declara- 
tion filed recently with the Federal Power 
Commission. 

The new dam is to be a concrete structure, 
the spillway section of which will be sur 
mounted by radial gates. The area of the pool 
is 2,733 acres, and will remain unchanged. 

The power house, located at the west end 
of the dam, will have an installation of two 
vertical units of 2000 horsepower capacit 
each, operating under a net head of 16 feet 
A 3000 kva substation will connect the plait 
with the company’s transmission system. The 
energy generated will be used for public utility 
purposes. 


New Washer Developed by 
Combustion Engineering 


HE description in a recent issue of Con- 
bustion Engineering Company’s new steam 
washer referred to an illustration which ur 
fortunately was not printed in its correct posi- 
tion. Because the description of this washer, 
which referred to the picture, was not clear, 
the illustration and descriptive matter are 
again published here. F 
This washer, which functions on the pri 
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feedwater, has given satisfactory performance 
in actual operation. 

Referring to the illustration, the feedwater 
enters the trough at the lower left through the 
longitudinal perforated pipe and spills over 


Bubble-Type Steam Washer 


the notched weir. Mounted over the trough 
are a series of compartments, or hoods, open 
at the bottom and left and having perforations 
near the bottom of the side walls. These hoods 
are joined together by plates at the left and 
over them is bolted a continuous plate which 
extends to the top of the drum. Thus the steam 
entering the drum through the tubes at the 
left is compelled to pass into the hoods and 
. cut through the apertures, and bubbles through 
the feedwater, in which operation the en- 
trained solids are removed. The actual wash- 
ing of the steam is obtained not alone by 
bubbling through the water but also by the 
violent mixing of steam and water between the 
elements as created by the velocity of steam 
through the perforations. The construction 
is such as to prevent co-mingling of the feed- 
water with the water in the drum. The screen 
at the right is for the removal of moisture that 
may be carried along with the steam. 

The washer is so located as to leave space 
for ready access for cleaning without remov- 
ing it from the drum. However, should it be 
desired for any reason to remove the washer 
this may be readily done in sections, as the 
parts are bolted together. 


General Electric Introduces 
Flamenol Cable 


NEW synthetic insulating compound has 

been recently introduced commercially by 

the General Electric Company under the trade 

name Flamenol. While similar to rubber in its 

characteristics, it contains no rubber and will 
not support combustion. 

Termed the most radical cable development 
in the last 25 years, Flamenol is entirely dif- 
ferent from any insulation previously avail- 
able. In addition to being non-combustible, it 
is highly resistant to moisture, acids, alkalies, 
and oils. It has excellent aging characteristics 
and is strong mechanically. 
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The properties of Flamenol are such that 
it can be made a very soft and flexible com. 
pound, or made to be one with celluloid-like 
rigidity. It can be put into solution for coat- 
ing or impregnating, and can be compounded, 
filled, calendered, and extruded in much the 
same fashion as rubber. 

Flamenol-insulated cable is recommended 
for power and control circuits at 600 volts and 
less, and for operation at a maximum copper 
temperature of 60 C. It is well adapted to 
machine-tool wiring, switchboard wiring, and 
battery and coil leads. Flamenol has a perma- 
rently smooth finish and foreign materials do 
not readily adhere to its surface. It is avail- 
able in a variety of colors for circuit tracing, 
For most applications Flamenol is used with- 
out any protective finish, such as braid, lead, 
or armor. It is only where the cable will be 
subjected to extreme mechanical abuses that 
such a finish is necessary. 


New Ideal Catalogue Lists 
Additional Products 


HE demand for the catalogue of the Ideal 

Commutator Dresser Company, Syca- 
more, Illinois, not only as a buying reference, 
but as a book of valuable information show- 
ing equipment, materials and methods which 
save money, has necessitated a revised edi- 
tion, which is now available. 

The revised catalogue furnishes informa- 
tion on many improvements on old products, 
and includes a number of new products and 
cquipment for which a definite need has 
existed. 

Among the new equipment are a new washer 
punch, rotary stripper, turning tool head, air 
gap gauge, wire stripper, and the Ideal Mar- 
shall voltage and speed regulator. 

In addition to a complete listing of its prod- 
ucts, the new catalogue includes much 1r*r- 
esting data on electrical and motor mainy 
nance written by expert engineers. 

A copy will be sent on request to the mant- 
facturer. 


New York Utility Increases 
Appliance Sales 


VIDENCE of increased use of electrically 
E operated domestic appliances for labor 
and time saving is shown in the record of] 
orders obtained in the showrooms of Consoli- 
dated Edison (Manhattan and The Bronx 
only) in the first four months of this year. 
Orders taken numbered 47,002, having a sales 
value of $1,564,504. This compares with 22; 
878 orders, with a value of $625,366 obtained 
in the first four months of 1936. Gas appliance 
business for the first four months of this : 
amounted to $1,607,362, compared with $78, 
161 for gas appliances sold in the same pe 
last year. : 

A special campaign for the sale of Electro 
lux gas refrigerators carried on during one 
month by Consolidated Edison Company an¢ 
cooperating appliance and plumber dealers 
resulted in the sale of 8,192 refrigerators. This 
was the largest number of gas refrigerators 
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¥STRAND 


Up set LASTS LONGER 
| 


While you have been looking for a strand that stands-off 
corrosion—that handles well and resists cracking and flak- 
ing—we have been perfecting just that kind of strand. It 
is heavily coated with tough galvanizing, securely applied 
and kept at a uniform thickness. Rugged, not brittle, this 


WILLIAMSPORT 
offers Re/iable Quality 
in every Wire Rope you need 


Williamsport has more to offer any 
plant in the utility field. It offers the 
certainty, the unerring accuracy and ex- 
perienced judgment which shapes the 
finest materials into wire rope that gives 
place to no other ... bar none! And 
Williamsport provides none but the 
specific rope which precisely meets the 
needs of each individual job. For 
safety, for day-in day-out dependability, 
for more work handled at lower rope 
cost—you will do well to rely on 
Williamsport. 


Send for the latest handbook 
for your field. 


WILLIAMSPORT WIRE ROPE COMPANY 


122 SO. MICHIGAN AVE., CHICAGO—WILLIAMSPORT, PA. 
Offices in All Principal Cities 


JOSLYN MANUFACTURING & SUPPLY CO. * ™- WACKER ORisrkisonone’ ot 





This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 











56 





sold in any one month in the history of the 
company. The company believes it to be the 
largest number of mechanical refrigerators of 
any one make ever sold within a month. It 
compared with 1,437 gas refrigerators sold in 
the same month last year, and with a total of 
15,279 sold in the company’s gas territory dur- 
ing the entire year of 1936. Nearly 8,000 of 
these refrigerators replaced ice-boxes. It is 
estimated that the refrigerators so]d in the 
campaign will create an additional use of gas 
amounting to approximately $164,000 annually. 


Elliott Feed Water Heaters 
Illustrated in Booklet 


LL1otT Company, Jeannette, Pa., has issued 
Bulletin D-4 devoted to Elliott direct- 
contact feed water heaters. 

This 32-page booklet is profusely illustrated 
with shop views and installations of various 
Elliott heaters, including open heaters of both 
the spray and tray types, deaerating heaters of 
all types and sizes, thoroughfare type de- 
aerating heaters, elastic joint construction, and 
metering heaters. 

The 65 reproduced photographs are accom- 
panied by pertinent descriptions of the inter- 
esting points about the various heaters. Copies 
of this Bulletin D-4 are available upon request. 


E. C. Thompson Joins O-B 
as Sales Engineer 


E C. THompson, formerly supervisor of 
* transmission for the Alabama Power 
Company, has joined the Ohio Brass Com- 
pany as sales engineer in the Power Utilities 
Department. Mr. Thompson, a V.M.I. elec- 
trical engineering graduate, was engaged in 
transmission engineering with the Alabama 
Power Company for a period of 12 years. He 
will spend considerable time in the field for 
O-B, contacting utility engineers on transmis- 
sion problems. His headquarters will be at 
Mansfield, Ohio. 


A. T. & T. Plans Exhibit for 
1939 World’s Fair 


HE American Telephone and Telegraph 

Company has leased about three and one- 
fifth acres of building site for the 1939 New 
York World’s Fair, The company will erect 
a building and install exhibits, on behalf of 
the Bell Telephone System, which will be a 
major feature of the fair. 

After the completion of the building and 
the installation of the displays, the Bell Sys- 
tem exhibit will be managed and operated by 
the New York Telephone Company. This 
- company is deeply interested not only in the 
success of the telephone exhibit but of the 
fair as a whole, having manifested its civic 
consciousness by the purchase of the fair’s 
debentures in the sum of a half a million 
dollars. 

The New York World’s Fair of 1939, com- 
memorating the 150th anniversary of the 
inauguration of George Washington as first 
president of the United States, is scheduled to 
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open on April 30, 1939, a century and a half 
after the day on which Washington took the 
oath of office and New York City became the 
nation’s first capital. The theme of the fair 
will be “Building the World of Tomorrow.” 


Packaged Air Conditioner 
Market Now Ready 


HE packaged air conditioner market is 

ready for a record-breaking expansion, 
according to Kelvinator Division, Nash- 
Kelvinator Corporation. 

Campbell Wood, Kelvinator Director for 
Public Utilities, recently quizzed four leading 
utility authorities and found them unanimous 
in endorsing vigorous and intelligent sales 
promotion during the 1937 season. The men 
whom Mr. Wood asked included Davis M. 
DeBard, (Stone and Webster) ; L. R. Parker 
(Commonwealth and Southern); C. Ernest 
Greenwood (E.E.I.), and Art E. Ward (Utili- 
ties Management). 

Special stress was placed by these men on 
the room cooler’s wide market, its new mo- 
bility and consequent ease of installation, and 
its new saleability based on better perform- 
ance and a better merchandising plan. 


H D Electric Company 
Issues Meter Bulletin 


D Electric Company has issued a bulletin 

describing its H D Max-I-Meter. This 
meter is designed to check regularly the maxi- 
mum demands on distribution transformers 
accurately at low cost. The bulletin explains 
the correct use of the Max-I-Meter. 

The H D Max-I-Tran, a split core current 
transformer particularly designed to be light 
in weight, small in size, and weatherproof, 
also is described. 

Other products manufactured by the H D 
Electric Company include H and M Sheath 
Bonding Transformers, H D Self Aligning 
Cable Racks for Underground Cables, H D 
Insulating Units for Cable Joints, H D Pilot 
Lamps, and H D Gas Vents. 

Bulletins describing all these products will 
be forwarded upon request to H D Electric 
ga 100 West Monroe Street, Chicago, 
Illinois. 


Frigidaire Makes Promotions 


E. B. Newt, formerly chief engineer and 

director of research of Frigidaire Divi- 
sion, General Motors Corporation, has become 
assistant general manager, and S. M. Schwel- 
ler, formerly assistant chief engineer is now 
chief engineer and director of research, ac- 
cording to a recent announcement by E. 
Biechler, general manager of Frigidaire Divi- 
sion, 

Mr. Newill also becomes assistant general 
manager of the Frigidaire and Delco-Frigid- 
aire Conditioning Divisions of General Motors 
Sales Corporation, which market the refrig-_ 
erating and air conditioning equipment manu- ~ 
factured by Frigidaire and Delco Appliance ~ 
Divisions. 
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: Are your distribution transformers 
: BT of the CLOSED COIL or OPEN COIL type? 


i- 


on @ For the benefit of those who are not familiar with the two 
id types of construction, we will describe them briefly: 


a @ A distribution transformer coil consists of many turns of 
wire, which are usually wound helically on concentric layers. 
In the closed type many such layers are wound tightly to- 
gether with only solid insulation between them. As distin- 
guished from this consider the OPEN COIL, a Pennsylvania 


is development: 

i- @ Every layer of winding is separated from the adjacent one 
rs by vertical spacers as well as solid insulation. These spacers 
? form vertical ducts adjacent to each layer of winding (hence 
nt the name, OPEN COIL). The ducts permit treatment of coils 
ht in varnish, instead of compound. During the treating process 
f, air is circulated through the ducts ... and the varnish is 
D thereby oxidized and hardened. A COIL SO TREATED IS 
th NEVER SOFTENED BY HOT OIL, and retains its full elec- 
ig trical and mechanical strength under the heaviest overloads. 
D 


ot 1 This truly important Pennsylvania development deserves the attention of 
utility executives interested in more reliable, economical power distribution. 


Pennsylvania Transformer Co. 
d 1701 Island Avenue, N. S., Pittsburgh, Pa. 
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You Get 


ALL THESE 
ADVANTAGES 
WHEN YOU INSTALL 


KINNEAR 


Rolling Doors 


CONVENIENCE 


One man can operate a Kinnear door, quickly and 
easily. And if your door is electrically equipped 
it may be operated from any desired location by 
merely pressing a button. 


SPACE ECONOMY 


Coiling above the opening as they do, floor and 
wall space is not wasted. 


LOWER MAINTENANCE 


Kinnear -doors provide a clear passage and opens 
out of the way, where trucks and wind cannot 
damage them. 


DEPENDABILITY 


They are ruggedly built to stand extra years of 
hard, grueling industrial service. 


— 


Will the doors you install be giving 
dependable service 10 

years from now? In case of 
accidental damage will repair parts 
be available? Will they operate 
easily and quickly in all kinds of 
weather? Will they require a mini- 
mum amount of valuable floor and 
wall space? These are all questions, 
about any door you install that should 
be answered. Consider these Kin- 
near answers..... 


PROTECTION 


They have the strength and are designed to give 
maximum protection against intrusion, weather 


and fire. 
SERVICE FACILITIES 


The Kinnear organization is nation-wide. Advice, 
service and information are always quichly 


available. 
SUITABILITY 


Like a made-to-measure suit each Kinnear doo 
is tailored to your individual requirements. No 
stocks, 


PROVED PERFORMANCE 


High quality construction and service records of 
almost a half-century are your assurance of extn 
years service. 





There is a Kinnear Answer 


to every Door Problem! 


Kinnear Rolling Doors are built, in a number of types, 


and especially for the job... 


in any size—of wood or 


steel—manually or electrically operated —for fire of 
service purposes. When you have a door problem let 
Kinnear Engineers study it and submit recommendations, 


There 


is no obligation. 


2060-80 Fields Ave., Columbus, Ohio 


Please send us your complete catalog of Kinnear Doors, Shutters, Grille 


and Door 


Operating Equipment. 
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Wagner DISTRIBUTION TRANSFORMERS 








; 
At the right is shown a new Wagne : ‘ 
15-kva, 2400-volt, type HEB stud iH 
bushing-type distribution transformer va ; 
It has coordinated bushings and | 
sulation and is self-protecting aga I 


ghtning and, therefore, inherently bs ' 
a surge-protected transformer ‘ 


Whatever your distribution transformer 
requirements may be for the prope 


and economical distribution of elec 





tric power, whether in urban 
regions, there's a Wagner transforme 
ideally suited for each job. Wagne 
PeitiidieltiileliMitelitiieliul atic limite la 


tured in all commercial frequencies 





nh 
1°2 to 500 kva 


rolare| voltages in sizes 


Wr te today for Wagner's BIG Dis 


7 D/ 
tribution Transformer Bulletin #18C 


WET od Dicer uted @ayuslesectateyi | 
6400 Plymouth Avenue, Saint Louis,U.S.A. 


TRANSFORMERS + MOTORS + FANS + BRA K I 
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@ Research engineers responsible for the development of A. C. S. R. 
(Aluminum Cable Steel Reinforced) have made extensive studies 
of overhead line construction. Methods and materials developed 
by them have greatly increased dependability of transmission 
land rural distribution lines. Their recommendations are avail- 
able to every line designer and builder. Aluminum Company 


of America, 2134 Gulf Building, Pittsburgh, Pennsylvania. 


ALCOA-ALUMINUM 


ALCOA 
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@ A phone call will bring 
you the interesting facts to prove the 
extra value of any GMC truck that fits 
your needs. Or better still, come in and 
see them, inspect them thoroughly and 
compare them critically. Tens of thou- 
sands of truck buyers have already 


proved that an investment in a GMC 


is assurance of extra value. 


Time payments through our own Y.M. A.C. Plan at lowest available rates 





GENERAL MOTORS TRUCKS & TRAILERS 


GENERAL MOTORS TRUCK & COACH 
DIVISION OF 
YELLOW TRUCK & COACH MANUFACTURING CO., PONTIAC, MICH. 
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> 9 EVEREADY. 


INDUSTRIAL 
FLASHLIGHT 


‘Stands the Gaff 


General all-around hard usage in industrial ser- 
vice has shown conclusively that the “EVEREADY” 
Industrial Flashlight can “Stand The Gaff”. 
Bounced around on concrete floors and many 
other places are everyday shop experiences 
and each time this “EVEREADY” has come through 
unmarked. Its bright beam does not even flicker. 
The fact that it has no exterior metal parts is 
vitally important when working around ex- 
posed electrical connections and “hot” wires. 


ATIONAL CARBON COMPANY, INC. 


General Offices: New York, N.Y. © Branches: Chicago, San Francisco 


Unit of Union Carbide UCC and Carbon Corporation 
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SERLOY Jadlored Steel 


BUILDS STURDY 
SHELVING FOR EVERY 
STORAGE PURPOSE 


@ BERLOY stock-room equip- 
ment, steel shelving, bins and 
display units greatly reduce 
stock-handling and inventory 
costs. Can be quickly, easily 
adapted to carry anything trom 
cotter pins to large castings, 
patterns or flat stock. Saves 
time, labor and expensive 
floor space. Quick deliveries. 
Without charge, a Berloy shelv- 
ing engineer will help you solve 
your stor- age and 
display 
Investigate BERLOY Wedge-Lock Shelving. Its patented 
features permit more convenience, economy, heavy load- 
ing and rough treatment than any other type of shelving. 


Write 
undreds of convenient combinations are possible with 
Wedge-Lock Shelving, to meet the varying requirements of 


i : BERLOY 
ery type of business and industry. Full details on request. a 
Berger on Senue the World 





STEEL LOCKERS 


Scientifically designed, handsomely 
finished—strong, rigid, durable—built 
for a lifetime of heavy service. Offer a 
comprehensive group of features that 
Permit accurate and economical adap- 
tation of BERLOY Lockers to ALL your 
clothing storage requirements. 


STEEL FURNITURE 


Outstanding for its utility, fine appear- 

ance and great durability. Desks, cabi- 

nets, cases, files, wardrobes, shelf units, 

etc., available in wide range of sizes, 

types and finishes to meet every office 
layout requirement. 


CANTON, OHIO 


SPECIAL STEEL FABRICATING JOBS 


For over 50 years, Berger has specialized 
in the design and production of sheet 
metal products for manufacturers. BERLOY 
offers wide experience, expert knowledge 
of design and unexcelled facilities for 
the complete fabrication of sheet metal. 


a THE BERGER MANUFACTURING COMPANY is 


Subsidiary of Republic Steel Corporation 
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SOUND COATING PRACTICE D 


hort 


IMPORTANT 
SAFEGUARDS | 


= lemperatw ne Control « 


\ 2 Posttive 


THE NEW 


Agi: ation 
3 Minimum Heati ng Time 








°HILi- HUBBELL Process: > ra 


PIPE COATED AT MILL LASTS LONGER 
ié Tréeated RIGHT! 


Because Our Coating 


To obtain MAXIMUM protection from pipe coating, it must 
be PROPERLY handled. When applied, all bituminous coat- 
ings LOOK alike, but there can be a VAST difference in their 
protective efficiency. Only with proper cqnionent is it pos- 
sible to have coating at its MAXIMUM P VE EFFI- 
CIENCY the instant it is applied to pipe. Here are three im- 
portant ,safe-guards we use that assure years of positive pro- 
tection (1) Automatic temperature control prevents destructive 
overheating; (2) Motor-driven agitators en mineral fillers in 
constant suspension; (3) Duration of heat is kept to the 
minimum by quick application of controlled quantities of coat- 
With the HILL- BELL Process your coating is 
PERLY handled and PROPERLY applied under ideal 
conditions at the mill. 
Thousands of miles of steel pipe have been coated with 
our BITURINE ENAMEL. 


Three coats of enamel, one wrapping of felt, and one covering 
of kraft paper are applied mechanically at ONE time with 
ONE labor cost. There are no bubbles, skips, or holidays with 
the HILL-HUBBELL Process. 


. End of Kettle Showing Agitater 
iBte bulletin with 
llustrations “shows 
how” it is pst, 
& contains prices. 
on your 
BUY STEEL PIPE, 
Mill Coated and 
Wrapped at any of 
these Mills 


Central Tube Com 

Jones & Laughlin PSteel 

Corporation 

wational Zube Company 

epublie orporation 
, Chalfant & Co., Ine. 
Youngstown Sheet & 

Tube Company 


GENERAL PAINT CORPORATIO 


HILL, HUBBELL & CO. « Divis 








District ae Features 








TVPE-LtC 








Increased flexibility of valve movement is 
provided in this Connelly design by ad- 
justable linkages, connecting the diaphragm 
and valve stem. This gives a ratio which 
can be set to meet any requirement within 
the limits of the design. Proper function- 
ing is assured regardless of fluctuating 
inlet pressures. 


CONNELL 


CHICAGO, ILL. 





Table showing wie range of 
obtainable for valve operation, 

on one inch water column pressure di 
ferential under diaphragm. 


Size Min. Power Maz. Power 


New England Representatiwe: T. H. Piser, Wellesley Hills, Mass. 











Balanced valves with hard or soft seats— 
renewable valve ports—double guided 
stem. Parts easily accessible through large 
removable side plate. The sturdy construc- 
tion and improved diaphragm mechanism 
are advantages that insure minimum ser- 
vicing: For detailed information, write for 
Bulletin No. 200-B-1. 


IRON SPONGE AND 
GOVERNOR COMPANY 


ELIZABETH, N. J. 
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KERITE i 
CABLES | 


W 910,191 . >= 
Qe! 0: j 2 a 


No 


NX 
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/ .... JUST RIGHT 
ow DITCH 15“ to 24” WIDE 


Some ditching looks easy — until you start. Or it 
may look plenty tough. But whether stony soil, re- 
stricted right of way, heavy time penalties in the 
contract, exactness required, or any of a dozen other 
difficulties confront you, a Buckeye Model 12 will 
see the job through on schedule. 


It digs trench 15” to 24 wide to 52‘ deep, at speeds 
ranging from 22” to 156” per minute. An ad- 
ditional sprocket gives 28’ per minute. No soil 

e WAY short of solid rock can stop it. Complete facts 


operation data 4 
pansti eyo are yours for the asking. 
bi 


THE BUCKEYE TRACTION DITCHER CO. 
FINDLAY, OHIO, U.S. A. 


ORIGINATORS OF THE WHEEL-TYPE DITCHER 
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Have Been 
Bought 
for 
Direct / 
Firing: 


B&W Pulverizers having a total capacity of over 2600 tons of coal 
per hour have .been bought in the United States alone for the 
direct firing of boilers. All these pulverizers are of the same type 
and many of them have been in service for periods of one to seven 
years and have proved conclusively that they— 


Can be depended upon to give reliable service, 
Can handle coal of any grade or moisture, 
Respond readily to load changes, 

Maintain fineness, 

Maintain capacity, 

Provide a rich starting mixture, 

Are not damaged by tramp iron, 

Are adapted to fully automatic operation. 


These and other-reasons why the Type B Pulverizer is the logical 
choice for direct-firing pulverized-coal systems are fully discussed 
in Bulletin G-19, which also presents the many advantages of the 
B&W Direct-Firing System. For your copy simply return the coupon. 


THE BABCOCK & WILCOX COMPANY [tHe sascock & wicox COMPANY 
85 LIBERTY STREET, NEW YORK, N. Y. 5 ee se 


Please send... without obligation .....@ 
copy of the “BAW Direct-Firing System™ 











BABCOCK & WILCOX 
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PIPE 
STOPPERS 


All Types 
PIPE LINE SUPPLIES 


Goodman Stoppers 
Gardner-Goodman Stoppers 
Goodman-Peden Stoppers 
Goodman Cylindrical Stoppers 
Bags—Rubber, Canvas Covered 
Plugs, Service & Expansion 
Pumps 
Masks 
Brushes 
Tape—Soap & Binding 


Catalogue mailed on request. 


SAFETY GAS MAIN STOPPER CO. 


523 Atlantic Avenue 
Brooklyn, New York 


DAVEY LINE CLEARING SERVICE 


Dangerous Dying Trees 


Dead trees are a definite menace to your 
lines. But Summer continues to take its 
toll. Insects, diseases, drought, starvation, 
storms; these and other factors are con- 
stantly causing the decline and death of 
trees along your lines. The results are: 


@ Decaying Branches 
@ Shattered Trunks 

@ Overhanging Limbs 
@ Service Interruptions 


The immediate thing to do is to make these 
trees temporarily safe. But now or later 
the trees must come down. If you have 
seen Davey men in action you know why 
they are preferred for such work. 


THE DAVEY TREE EXPERT CO. KENT, OHIO 


DAVEY TREE SERVICE 





WHEREVER 


2 SEATS 
HERE 
a 45% 
a 90° 


Over 400 
styles and 
sizes of Dou- 


/ 





UI 


by 
writers’ Lab- 
oratories, 


rs Mb 


DH 


doubly sealed connection. 


on 


OTe 
MAA 


Phhabhhrhe 


pper Pipe Ges 


USE DOUBLE SEALS TO MAKE 
DOUBLY TIGHT CONNECTIONS 


This mechanically strong copper pipe con- 
nection features 2 planes of contact 45° + 


‘90°. It requires no sealing agent for its 


copper to copper in a positive doubly tight, 
Use Double Seals 
appliances, instruments for piping water, 


gas, air or liquid of any kind. They are ap 
proved by Underwriters’ 


Laboratories and 


by scores of independent laboratories. Write for catalogue. 


HAYS MFG. CO., ERIE, PA 
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THEIR PURPOSE- 


To reduce your cost 
of Distribution 


ERE is a group of products, differing in 

application, but designed with a com- 
mon objective in mind—the lowering of elec- 
trical-distribution costs. 


J-M Electrical Products are offered in the 
belief that the best means to lasting distribu- 
tion economies lie in the installation of mate- 
rials that are in themselves permanent. Min- 
eralincomposition, all J-M Electrical Products 
are inherently durable. . . highly fire-resistant. 
Consider the following: 


TRANSITE CONDUIT, permanent, in- 
combustible and so strong it ends need 
for concrete envelopes, cuts installa- 
tion costs and saves on maintenance. 


TRANSITE KORDUCT is the thin- 
walled, economical yet equally perma- 
nent conduit for enclosure in concrete. 
J-M CABLE FIREPROOFING provid- 
ing maximum cable protection at 
minimum cost. Permanently effec- 
tive, easily and economically applied. 
ASBESTOS EBONY, the perfectly 
balanced material for switch- 
boards, switch bases, etc. 


uM 


TRANSITE ASBESTOS SHEETS, for 
years the leading fireproof material 
for switch barriers, fuse boxes, cell 
structures and similar applications. 


All of these products guarantee per- 
manent savings .. . savings that come 
with cheaper installation, reduced 
operating expense, virtual freedom 
from maintenance. Each installation 
aids in effecting notable reductions 
in your distribution investment. For 
complete details, write Johns- 
Manville, 22 East 40th Street, 
New York City. 


Johns-Manville 


ELECTRICAL PRODUCTS 
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500,000 MEN WROTE 
THESE “CASE HISTORIES” ON OIL! 

















For Industrialists Who Want Better Plant Earnings 








How to Put This Knowledge 
—Part of Socony-Vacuum 
Lubrication Service—to 
Work in Your Plant 


T HAS TAKEN  seventy-one 

years to gather, correlate 
and file the tremendous lubri- 
cation knowledge that Socony- 
Vacuum offers to all industrial 
men. 

Today, plant managements 
and personnel, in over one hun- 
dred widely different indus- 
tries, agree that Socony- 
Vacuum provides the world’s 
greatest library of lubrication 
data. 

The scientific and practical 
information it provides is 
worth literally millions of dol- 
lars to American Industry. 
For it points the way to de- 
creased power consumption, 


lowered maintenance expense, 
improved production, smaller 
annual oil bills. 

It will pay you to take ad- 
vantage of this knowledge and 
experience—the greatest in the 
oil business. For the chances 
are that in your operations are 
places where the Socony- 
Vacuum Representative can 
help you to advantage... often 
aid your men in bettering serv- 
ice to your customers . . . step- 
ping up annual profits. 





BACKGROUND OF THE 
WORLD’S GREATEST 
LUBRICATION KNOWLEDGE 


Written by 500,000 plant operators 
in 63 countries of the world. 


25,000 new and valuable ‘“‘studies”’ 
added every year. 


Used as lubrication guide-books by 
leading engineering schools. 


Scientific and practical results— 
based on the greatest experience in 
the oil industry. 














eaGone 


em 


SAVES 
MONEY 


SOCONY-VACUUM 


INDUSTRIAL LUBRICATION 


FOR 
INDUSTRY 


71 Years’ Lubricating Experience ...the Greatest in the Oil Business 
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A New Low-Cost Foam Tool! 


Combines Water, Solution and Air 
To Form Fire-Smothering Foam 


blic utilities are welcoming this revolution- 
y larger-capacity foam equipment for flam- 
ble liquid fires. 


e specially designed PHOMAIRE Play 

pe connects to your hose line (34" to 21/2"). 

hen the water is turned on, PHOMAIDE, 

ew foam-making solution carried in a Hip 

ck, and air are automatically drawn into the 

ter stream in the proper proportions to 
foam. 


ere are no complicated preliminaries, no 
pnfusing adjustments, no moving parts. And 
ly one man is required at the Play Pipe. 


Less than 20 gallons of water at a pressure of 
75 pounds or more are required per minute. 
This is the only efficient foam unit available 
for small lines. One gallon of Phomaide 
Solution makes 350 gallons of foam. 300 to 
400 gallons per minute may be continuously 
produced by merely pouring additional solu- 
tion into the Hip Pack. 


This is NEWS. Without obligation, ask for 
descriptive literature, prices and a demonstra- 
tion of the Phomaire Unit illustrated at the 
left. Don't wait! Mail your request now. 


Get the Latest Foam Equipment 


Phos ons Phomaide 


SOLUTION 


developed, made and sold by 


Mam é antag Conve 
ATLANTA 
RANGAS CITY 
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HE review magazine of current opinion and news re- 

lating to public utilities. Conducted as an open forum 
for the frank discussion of both sides of controversial ques- 
tions—economic, legal and financial; also gives trends in 
the present-day control of these companies—governmental 
competition—state and Federal regulation. 


J] Issued every other Thursday—26 numbers a year—annual 
subscription $15.00. 


| The only magazine furnishing current and vital informa- 
tion on all subjects involving the financing, operation, and 
management of public utilities under governmental regu- 
lation and competition. 


J A magazine of unusual value and current stimulation to 
all persons holding positions with, or having a financial 
interest in, public utilities. 


sw 
zwes 





ORDER FORM 


PUBLIC UTILITIES FORTNIGHTLY 
1038 Munsey Building, Washington, D. C. 





weaeesGeEseet —S 


Please forward, prepaid, to the undersigned, Public Utilities Fortnightly 
(26 issues), at $15.00, beginning with the current issue. 


Name 





Address 
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Power, Durability and Economy: Three 
Unmatched Economy big reasons why Chevrolet Trucks 


Proved in 10,244-Mile . P . 
“RIM OF THE NATION” are the choice of Public Utiiity Com- 
TEST RUN panies. Great power gives perform- 


WithHalf-Ton”Economy Model’ " 
jaan 7 Pg may pa ance soe every emergency Rugged 
LecatanofTest.."Round the Nation, Detrat to Detroit durability assures continuous “‘On the 
Job’’ service. Low first cost, low operat- 
ing and maintenance cost guarantee 
economy beyond compare. Your 
Selo oe Chevrolet Dealer will demonstrate. 
been certified by the ARAL 
as being oficially convert. CHEVROLET MOTOR DIVISION 


General Motors Sales Corporation 
DETROIT, MICHIGAN 











ERFECTED HYDRAULIC BRAKES — NEW HIGH-COMPRESSION VALVE-IN-HEAD ENGINE MORE LOA SPACE 
MPROVED LOAD DISTRIBUTION— IMPROVED FULL-FLOATING REAR AXLE WITH NEW ONE-PIECE + 


(on 1'4-Ton Models) —NEW ALL-STEEL CAB PRESSURE oTREAM alee Ware), | 


MORE POWER per gallon —/c<He voter LOWER COST per load 
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Round Chart RECORDING POTENTIOMETER Direct Ink Marking 


REVOLUTIONARY 
ACHIEVEMENT 


IN 
POTENTIOMETER DESIGN 


A newly developed Potentiometer 
WITH A SIMPLIFIED OPERATING MECHANISM 


No lubrication required Unaffected by vibration 
No motion except when High accuracy. .... 
readings are changing Low maintenance .. . 


WRITE FOR BULLETIN NO. 482 X 
THE BRISTOL COMPANY - WATERBURY - CONNECTICUT © Branch oftices: Akron, 


Birmingham, Boston, Chicago, Detroit, Los Angeles, New York, Philadelphia, Pittsburgh, St. Louis, San Francisco, Seattle. 
Canada: The Bristol Company of Canada, Ltd., Toronto, Ontario. England: Bristol’s Instrument Co., Ltd., London, N. W. 10 


Offered as a PYROMETER - RESISTANCE THERMOMETER - TACHOMETER - MILLIVOLTMETER 


wei: alias most wii “ 
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FRIGIDAIRE’S AMAZING 
CE-ABILITY DEMONSTRATION 


is Attracting Hundreds of Prospects 
to Utility Showrooms Everywhere 


Beehives of activity! That describes the 
howrooms of utilities handling Frigidaire, 
s Frigidaire’s biggest Mid-Summer Cam- 
nign gets under way. Crowds are 
arming to see Proof of Frigidaire’s 
reater Ice-Ability ... Proof of the most 
pmplete ice service ever known! And 
ey are staying to buy! 
Only utility outlets associated with 








Frigidaire can cash in on this spectacular 
event that is winning sales everywhere. 
Conceived and planned by Frigidaire, 
this Mid-Summer Campaign is but further 
evidence of the factory cooperation that 
is helping Frigidaire utility outlets domi- 
nate their territories and maintain their 
rapid selling pace that has sped them to 
new sales records in 1937. 


MADE ONLY BY GENERAL MOTORS 
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tigidaire Division . General Motors Sales Corporation +» Dayton, Ohio 
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HOW LONG SINCE 


you checked over your present pumps? 
Perhaps they cost more to operate and 
maintain than to replace with modern, 
highly- efficient AMERICAN - MARSH 
PUMPS, which may SAVE enough to pay 
for themselves in a year or two. SEND FOR 
BULLETINS. 
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malYDRAULIC TURBINES 


FRANCIS AND HIGH SPEED RUNNERS 


: * Penstocks 
L * Butterfly Valves 
. * Power Operated Rack Rakes 


* Gates and Gate Hoists 
* Electrically Welded Racks 


NEWPORT NEWS SHIPBUILDING AND DRY DOCK COMPANY 
_ Hydraulic Turbine Division 
NEWPORT NEWS, VA. 90 BROAD ST., NEW YORK, N. Y. 
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VULCAN SOOT BLOWER CORPORATION 
“(Du Bois C Pennsylvania 
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The Archives of the United States, Washington, D.C. 


\. Monument to Future Generations 
WIRED WITH 


RESCENT ENDURITE 





CONTROL CABLE 
DROP CABLE 
LEAD COVERED CABLE 
MAGNET WIRE 
PARKWAY CABLE 
RUBBER POWER CABLE 
SERVICE ENTRANCE 
CABLE 
SIGNAL CABLE 
VARNISHED CAMBRIC 
CABLE 


WEATHERPROOF WIRE 











Il types of Rubber Insulated Cables can be 
urnished with CRESCENT ENDURITE Insulation. 


WIRE and CABLE 


Elec. Contr.; H. P. Foley, Washington, D. C. 


Look to past performance in building for the future. 
Where conductors are subject to excessive temperature 
and aging conditions; where maximum life is paramount; 
where cost of replacement would be prohibitive—it’s a 
job for CRESCENT ENDURITE Rubber Insulation. 
CRESCENT ENDURITE incorporates the latest and 
most advanced developments in the super aging type of 
insulation and more than satisfies the requirements of 
Federal Specifications, JC-106 and JC-121. 
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PROFESSIONAL DIRECTORY 


®@ This page is reserved for engineers and engineering concerns especially equipped by 
experience and trained personnel to serve utilities in all matters relating to rate questions, 
appraisals, valuations, special reports, investigations, design and construction. « « 


al Ford, Bacon & Davis, 3nc. cece 


CONSTRUCTION : APPRAISALS 
OPERATING COSTS x ngineers INTANGIBLES 
VALUATIONS & REPORTS 


CHICAGO PHILADELPHIA NEW YORE DALLAS WASHINGTON 











a SANDERSON & PORTER 


ENGINEERS 
VALUATION DEPARTMENT 
APPRAISALS AND RATE QUESTIONS 


CHICAGO NEW YORK SAN FRANCISCO 








MARK WOLFF 
Public Utility Consultant 
Investigations, Rate Studies, Valuations, Reports, Expert Testimony 
Corporate Reorganizations 


NEW YORK, N. Y. CHICAGO, ILL. 








BLACK & VEATCH JACKSON & MORELAND 


CONSULTING ENGINEERS ENGINEERS 


Appraisals, investigations and reports, PUBLIC UTILITIES—INDUSTRIALS 
: - . RAILROAD EL A 
design and supervision of construction DESIGN AND SUPERVISION—VALUATIONS 
of Public Utility Properties ECONOMIC AND OPERATING REPORTS 


4706 BROADWAY KANSAS CITY, MO. BOSTON NEW YORK 


EARL L. CARTER JENSEN, BOWEN & FARRELL 


Consulting Engineer Engineers 


REGISTERED IN INDIANA AND NEW YORK Ann Arbor Michigan 
, 
PUBLIC UTILITY Appraisals - Investigations - 
VALUATIONS AND REPORTS rate iapuicien “Tevet, << capital 
814 Electric Building Indianapolis, Ind. reclassification, original cost, security issues. 














EDWARD J. CHENEY SPOONER & MERRILL, INC. 


ENGINEER Consulting Engineers 


Public Utility Problems Dotan Seger of Construction 


— Reports — Examinations -Valuations 
61 BROADWAY NEW YORK 20 North Wacker Drive Chieago, Ill. 
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@ The LIFE of a file is in its Suspension. 

The famous ARCO, cradle-type, ball-bearing sus- 
pension used in the Art Metal Director Line Files, 
broke all records in a recent operation test. It 
successfully completed over 550,000 cycles—more 
than 10 times Government specifications—while 
carrying a load of 65 pounds! When it was de- 
cided to end the test run, only a pull of 12 ounces 
was necessary to completely extend the drawer! 
550,000 operations at fifty times a day, represents 
a period of more than 30 years of normal use! 
The smooth, quiet, effortless operation of the Di- 
rector File is appreciated by the executive and the 
operator. Its smoothness of operation speeds the 
even flow of work. 

Send for a catalog showing styles for all records. 


Art Metal Construction Company 
JAMESTOWN, N. Y. 


Clocking Device Art Metal Director File. The 
Which Recorded World’s Foremost Filing Unit 
Record Run! Regardless of Price. 


AYO MAAV ES.) 


ART METAL CONSTRUCTION COMPANY, JAMESTOWN, N.Y. 
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HE Rie END WRENCH WORKS! 


It's a blood brother to the famous RITZA0D Straight Wrench, 
but its jaws and handle are set at an angle that enables it to 
grip and turn pipes in coils, close together, against walls, floor 


and ceilings. Once you've used one, you'll never be without it. 


It has, besides, all the features of the regular RIZAID guar- 
anteed unbreakable housing, chrome molybdenum jaws, the 
heel jaw replaceable, the hook jaw full-floating and with accu- 
rate pipe scale on it, adjusting nut that spins freely in open 
housing. Sizes 6’ to 36”. A valuable part of every kit. 


Ask your Jobber or write for information. 


75% of your wrench repairs will be 
stopped if you use RIZBID’S with 
the unconditionally guaranteed housing. 


THE RIDGE TOOL CO., ELYRIA, OHIO 
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UST, as the captain’s orders direct, the 

progress of his ship, so.do your orders 
direct the progress of the electrical “in- 
dustry, for in every industry the buyer és 
in command. For example, the more orders 
that specify factory-assembled switchgear 
and substations, the greater will be the 
manufacturers’ efforts to develop this type 
of cost-reducing equipment. 


So it is with research, engineering, ands 


load building. When the purchaser 
places his orders with the manufacturers 
who do this kind of work, he not only 


stimulates these essential services, but he 





' Bring to his company millions of dollars 
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helps to guide the entire industry ina 
forward direction. Also, he obtains—it 
mediately—the greatest value for: his 


equipment dollar. 


This power of direction—this ability t 
speed up the progress of the entire indus- 
try—is in a sense the biggest responsi 
bility.a, purchasing agent has, for it is his 
Opportunity to save—ultimately= 
millions of dollars in operating costs ail 


in increased revenue through new devel 


